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Stop, Look, Listen 


T HE first Annual Report of the National Coal Board is summarised 
and discussed on another page. It is undoubtedly a sad misfortune 
for the Labour Government that the first year of their first big nationalisa- 
tion scheme should have to disclose such a very large financial loss on 
the year’s working. The deficit will be exploited to the full by the 
Opposition ; from a thousand platforms it will be pointed to as proof that 
nationalisation is-a failure. That, of course, is nonsense. No conclusions 
at all can be drawn from one year’s working ; and if they could, it would 
be on the statistics of output, of productivity and of capital expenditure, 
rather than on the financial results by themselves, that they would have 
to be based. It will take something more like five years before any 
fair-minded person will think of making up his mind about the success 
or failure of nationalisation as a system of organising industry. 


Nevertheless, the public will scrutinise the report with close attention 
for signs of how coal nationalisation is going. A cricket match may not 
be decided until the end of the fourth innings, and yet it is possible to 
feel pleased or depressed by the middle of the first innings, It is only in 
this sense that any judgment can properly be expressed on the first 
Report ; and in that sense the judgment must be that it is not very 
reassuring. The first innings is not going very well. 


Nationalisation has become so much of an instinct to the Labour Party 


‘ that it is necessary to keep on asking them what they do it for. When 


, the present Government was formed, it was suggested in these columns 
; thet what, this country most urgently needed was not so much a change 
..4 the ownership of its basic industries as a change in the way they are 
conducted. Nationalisation is good if, but only if, it opens the way to 
Rationalisation. Whenever there is something that clearly needs to be 
done to an industry, and where public ownership is necessary to do it, 
then the central core of public opinion will support a proposal of nationali- 
sation—provided that the nationalised Board, when put in charge, does 
in fact get on with the job. What is somewhat disconcerting about the 
progress of the nationalisation schemes is not the presence of any portents 
of disaster but the absence of any signs that anybody knows what purpose 
they are intended to serve. 


Perhaps this is a little less than fair to the nationalisation of coal, since 
there was, in the Reid Report, a clear statement of the way ahead. Two of 
the requirements were met: there clearly was a job to be done, and only 
a publicly owned industry could do it. But is the third requirement being 
met? Is the job in fact being done? Is the Board, having lost Sir Charles 
Reid, still devoted to the principles of his Report? It is difficult to be 
sure. Yet assurance on this will make all the difference between a judg- 
ment of success and one of failure. The debit items on the nationalisation 
account are very clearly visible in coal: the cumbrousness of administra- 
tion that afflicfS so gigantic a structure run inevitably on bureaucratic 
lines; and the sensitiveness to political pressurs; as witnessed by the 
acceptance of that costly disaster, the five-day week. It will take a very 
large credit item, in the shape of really effective technical reorganisation, 
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to offset these debits ; and the credit item is (to put it/at the 
lowest) being much slower in making its appearance. 

In some of the other nationalisation schemes, there is not 
even a Reid Report to go on.» Transport nationalisation, for 
example, has brought no disasters. And, though the organisa- 
tion at the top is very cumbrous, less harm has been done 
lower down than in the coal mines, because less has had to be 
altered. Indeed, one is tempted to suppose that more of the 
energies of the Transport Commission and its Executives have 
been devoted to finding new titles for old offices, new names for 
old organisations and new colours for old trains than to thinking 
of any fundamental changes. But it is no defence of a 
nationalisation scheme to say that it has changed nothing and 
done no harm. To be worth while, it must have some positive 
purpose. And so far as transport is concerned, not the first 
breath of a hint of what it is all for has yet reached the public. 

The Government have probably hitherto carried a majority 
of the public with them in their nationalisation schemes. But 
this public support cannot indefinitely repose on Faith alone, 
Works are needed. So far, the books show a debit balance in 
more than a narrowly financial sense. It may be that, like the 
National Coal Board’s deficit, this debit will be made good in 
the later years. Let us hope so; but the onus of proof is now 
very definitely on the nationalisers. 

In these circumstances, even a Government with a mandate 
may reasonably be asked to stop, to look and to listen before 
driving on. The next on the list is steel. There are various 


* e 

Suspicions 
HREE months have passed since the European Recovery 
Programme was launched in Washington and the Sixteen 
Nations set to work to create an organisation able to carry 
the programme into effect. During the preliminary discussions 
in Paris a certain divergence of view became obvious, between 
the Americans, backed by the French, on the one hand, and 
the British on the other. The Americans would have preferred 
to see established a strong multi-national secretariat as the 
chief agency of the Sixteen in Europe. The British, believing 
that such a body would not carry sufficient weight with the 
governments it was supposed to represent, proposed instead 
the establishment of sixteen national delegations in Paris, served 
by a small secretariat and charged with the task of negotiating 

agreements and persuading the governments to accept them. 

It will be recalled that the final arrangement reached in 
Paris in April was based on compromise. A three-headed 
organisation was established, with a council and an executive 
committee based on national delegations and flanked by an 
international secretariat. The Americans appointed Mr. Averell 
Harriman as the opposite number to this organisation, while 
Mr Hoffman presided over the whole Economic Cooperation 
Administration from Washington and sent special commissioners 
to each of the sixteen capitals to oversee the local development 
of the programme. : 

This is in general outline the administration that has now 
been at work in Europe and Washington for some weeks. In 
Washington the days have been largely filled, first with the 
struggle to prevent Mr Taber from cutting a large slice out 
of the first Congressional appropriation, then by the negotiation 
of the bilateral treaties laying down the conditions of aid. 
In Paris the programme of European needs for the second 
and third quarters of 1948 has been drawn fp and some useful 
progress has been made towards an agreed scheme for increasing 
intra~-European trade. In a word, the preliminaries are over 
and at this week’s meeting of the Council, the Sixteen and 
their American colleagues are genuinely beginning to get to 
grips with the problem of European reconstruction. It is all 
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possible reasons for nationalising the steel industry. It wil 
serve to show Mr Bevan’s influence on policy. It was mentiongs | 
in “Let Us Face The Future.” It will infuriate the Torig 
It will meet the desire of many Socialists:to hurt the fortunatg 
and the successful. It will satisfy others that they are captur 
ing one of the citadels of economic power. All these are reasons 
that may convince members of the Labour Party. But there js 
only one reason that would be likely to convince enough of 
the general public to provide an electoral majority, and that 
is if it could be shown that a nationalised steel industry would 
produce better steel more cheaply than a privately owned sted 
industry. It may be possible to make out a theoretical case for 
thinking so. But before a theoretical case could be accepted, it 
would surely be wise to ask whether nationalised Boards do i 
fact act in such a way as to turn potential advantages inte 
realised achievements. And the answer can only be, as yet 
that though there is a theoretical case for the nationalisation if 
transport, the Transport Commission and its Executives act a 
if they had never heard of it. : 

Is it not elementary prudence to make an undoubted success | 
of at least one nationalisation scheme—success being | 
as the actual achievement of something that could not have been 
done without public ownership—before passing on to more 
doubtful, more difficult and technically far more complex 
schemes ? More than prudence—is it not the only course that 
responsible Ministers can reconcile with their duty to the 
community? 


of Union 


the more unfortunate that this first encounter should have 
started with a collision between American and British views. 
on how the Recovery Programme should be run. 


The essence of the Anglo-American dispute is simple. The 
Americans-wish the future work of allocating American supplies 
between the Sixteen Nations to be worked out by the nation§. 
themselves in Paris. Hitherto, Mr Hoffman has allocated 
materials, and the only direct way in which the governments 
could affect the size of their quotas was presumably by pressing 
their netds im Washington itself. Now, however, the Americans 
wish to land on the task of allocation. The British have 
opposed tliss proposal on the grounds that neither the strength 
of multi-national cooperation nor the administrative regources 
of the Paris organisation are strong enough to make the exper 
ment anything but a failure. The British, it appears, have 
had to give way on this point and the allocation will be done 
in Paris. But British acquiescence on this point will not put 
an end to misunderstanding, for it is not primarily the question 
of allocation that is at stake. The disagreement is rather 4 
symptom of a deeper cleavage of opinion, one which may 
threaten the future of the recovery programme as a whole. 


The Americans tend to see the aid they are giving Europe 
as part of a wider strategy—a strategy of bulding up a front 
of nations against Communist infiltration, politically and 
economically stable enough to stand on its own feet and to 
cooperate with the United States in the task of maintaining 
the free world. Judging by their own federal experience in the 
past, most Americans are inclined to believe that a divided, 
eo ve fringe of Europe can neither hold up the 

ussians nor re its own ity. have, therefore, 
thought of Marshall aid ice ahaa bee economic means 
for bringing about closer integration in Western Europe, and 
“ Marshall Plan” and “Western Union” have been discussed 
in the same breath, the one leading to the other. - = 

Already, in the first weeks of the programme, these hopes _ 
have been shaken. American opinion was upset by the =e 
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which the creation of national delegations in Paris seemed 
to have built up the idea of separate national sovereignties 
which, in the American view, did not need any reinforcement. 
The relatively subordinate role of the new secretariat also 
disappointed them. But, above all, they were disillusioned by 
the appointments made to the new structure. The United 
States Government, they felt, had shown its own view of the 
vital importance of the venture by appointing, in Mr Hoffman, 
a leading industrialist of nation-wide reputation to the post of 
administrator. For the Ambassador-at-Large in Europe, Mr 
Truman had taken the unprecedented step of releasing his own 
Secretary of Commerce. But what happened in Europe ? 
Nobody of Cabinet rank was appointed. No leading indus- 
trialists were called in. The posts were allotted to civil servants, 
able and devoted without a doubt, but not, in the American 
view, in any way equivalent to the American appointments. 
The one striking assignment—the despatch of Sir Oliver Franks 
as Ambassador to Washington—welcome though it might be 
to the Americans on general grounds, also aroused a certain 
amount of suspicion. To send the successful chairman of the 
committee which drew up the first Paris report to any post save 
that of European head of ECA seemed, in Washington, to prove 
the British government’s underlying indifference to the task of 
European cooperation. 

In all this, the British government has been the chief target 
of criticism. It is not simply that the British have appeared 
to rank Washington above Paris in the development of the 
Marshall Plan. Their failure to appoint their most outstanding 
men for Paris is held to have set the tone for the behaviour of 
the other Powers. The obvious fact that, alone among the Six- 
teen, Britain can exercise leadership inevitably places upon 
British shoulders the blame for the failures in leadership which 
Americans believe to be occurring. If the Paris organisation 
appears bogged down under paper work, if there is no sign of 
any long-term cooperative plans, if Mr Harriman has to fly to 
London to explain to the Chancellor of the Exchequer that 
Paris must be the centre of allocation, if any incident occurs 
to increase America’s suspicions—then the British take the blame, 
Nor is it only in America that questions about Britain’s real 


intentions are being asked. In Europe, the mood of criticism is 


strong, not only among those who are delighted to use Britain’s 
supposed shortcomings as a cover for their own, but also among 
men genuinely anxious that the Marshall Plan and Western 
Union should succeed. 


This volume of criticism of British policy is such that it 
cannot be neglected, and the first question to consider is why 
dissatisfaction has risen to such a pitch. It need hardly be 
pointed out that British policy during the last six months has 
not resembled in any way the Macchiavellian double-dealing 
of which it stands accused, Nobody can maintain that Mr Bevin 
and his advisers have gathered together behind closed doors 
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91 
in the Foreign Office to plan a campaign of securing American 
aid by bogus support of a European union in which they do 
not believe. But, if calculated dishonesty is ruled out—as it 
must be—what is the explanation ? 

The probable reason is that the Foreign Office fas been 
exposed to two strong and contrary pressures. On the one 
hand are the Americans with their strong idealist belief in the 
virtues of federal union and their understandable demands that 
aid given by them should be used for acceptable political pur- 
poses. The American view is, moreover, strongly supported 
by vocal groups in Britain and in Europe maintaining that, with 
the advance of Russia to the Elbe, the old order has vanished 
and that in the post-war world Britain and Western Europe can 
find salvation only through closer association. 

On the other hand, however, the Foreign Office must listen 
to all the voices advising caution. The economic situation, so 
difficult today, may improve as the seller’s market comes to 
an end all over the world and primary products again become 
available at reasonable prices. Why risk costly experiments in 
economic pooling and development which may be unnecessary 
in three years’ time ? The risks of political association with 
Western Europe can be painted in even darker colours. May 
not Western Union weaken Britain’s ties with the Common- 
wealth ? What contagion may not spread to Britain from 
French and Italian Communism? Is it wise to risk German 
revival in any shape ? Is Western Union possible without it ? 

All these doubts are obviously reinforced by a fact revealed 
by experience: for hundreds of years policy making and 
planning have been accomplished by the separate national 
governments, and the effort to make policy or plans by any other 
agency is almost unmanageable. The impetus of a great war 
can lead to a Shaef. But this is peace and all the peacetime 
inhibitions in favour of separate sovereignty are at work. 
Caution is therefore reinforced at every turn by inertia, and 
decisions which could and should be reached on an inter- 
national basis drift back inevitably from Paris to the old centres 
of authority—to London, to Brussels, to Rome. 

The combination of the pressures making for closer associa- 
tion and those working against it is quite sufficient to explain 
Britain’s present policy—a policy which is not dishonest but 
confused. The general support for the ideal of Western Union 
was no doubt clear in Mr Bevin’s mind when he pledged Britain 
to it last January. But neither he nor his advisers had thought 
out the implications of such a commitment and it is these impli- 
cations than now clog Britain’s thought and effort. Even if 
the confused state of British policy is understandable, it is none 
the less highly dangerous, and on few other aspects of foreign 
policy is it as necessary to let in the light. 

The British Government should urgently try to end a situation 
in which under one set of pressures it enunciates a policy— 
Western Union—and under another set of pressures puts the 
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brake on the steps necessary to carry it out. The Economist has 
consistently argued that, in spite of all the obvious risks and 
difficulties, the balance of argument lies heavily in favour of 
making Western Union a genuine priority and of pursuing with 
real energy the various policies—political, strategic, economic 
—necessary to carry it out. Such a decision would involve the 
appointment to Paris of a man of outstanding authority and 
virtually manifestly of Cabinet calibre. It would involve staffing 
the Paris Secretariat not only with competent Civil Servants but 
with men drawn from the business world and the Services who 
understand the running of large-scale economic operations. Most 
difficult of all, it would involve agreement that on certain key 
points of economic and strategic policy the power to take 
decisions would pass from London to the new international 
egency. The risks of such a policy are obvious. The advan- 
tages could be the creation of a new spirit in Western Europe, 

a greater likelihood of full American aid throughout the pro- 
i period of ERP and the chance that the strategic and 
political consolidation of Europe would have gone so far by 
19§2 that Russia, not the West, would be fairly and squarely 
on the defensive. 


If, on the other hand, the British Government believes the 
risks inherent in a genuine policy of Western Union to outweigh 
these potential advantages, and if it believes that much 
more modest measures—for instance, a European payments 
agreement, a conventional military alliance, commercial agree- 
ments and cultural conventions, all on the basis of unimpaired 
national sovereignty—are in reality sufficient to meet a situa- 
tion which may look much less desperate in two years’ time, 
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then the reasons for such an approach should be made clear : | 
the more grandiose ideas conjured up by “ Western Union? 
should be disavowed. There is after all nothing shameful op 
necessarily unreasonable in a policy which says in effect, “ Ideas 
of western association which entail the pooling of sovereignty, 
extensive economic integration and the creation of 
political union are too extreme. They cannot, in 
view, be achieved and in any case involve risks disproportionate 
to any advantages that might be gained. Our own version of 
western association is admittedly more modest, but we beliewe 
it to be both workable and possible.” if 
It is true that the enunciation of such an attitude would, 
perhaps reduce the chances of continuing American aid and 
for a time it might even be regarded as betrayal. These risks 
would presumably be weighed in the balance before the more 
modest version of Western Union were officially proposed. But, 
in the long run, Britain would only gain by making its inten. 
tions clear. The worst of all policies is to proclaim one purpose 
and pursue another. Since it is into this danger that British 
policy shows signs of slipping today, the first need is a clarificas 
tion of British aims. The best course would undoubtedly he 
to make a full western association the overriding end of the 
European Recovery Programme. To propose a more modest 
version of the policy would be at least an honest course. But 
the worse course of all would be, by a policy of half measures, 
to ensure the breakdown of both Western Union and of any 
more limited alternative. Half measures are the enemy of 
achievement, the grave of reputation. Today, Britain stands 
in danger on both counts. 


How Many Bursars ? 


At the beginning of June the Minister of Education 
announced the formation of a Working Party to consider 
the number of university scholarships which should be made 
available from public funds when the present large number 
of Further Education and Training Grants cease to be awarded 
to ex-service students. In 1946/47, 12,500 of these awards 
were offered in England and Wales and in 1947/48, 13,500 ; 
together they cover 40 per cent of the places available in the 
universities, Since the Working Party is due to make its report 
in September it is important that some further thought should 
be devoted to this subject outside the Ministry. 
The terms of reference of the Working Party are as follows: 
On the basis of the present system of State Scholarships and 
Major Awards to advise on any administrative or other changes 
that may be desirable, particularly having regard to (a) the 
increased numbers at universities ; (b) the termination of the 
Further Education and Training Scheme; (c) the probable 
abolition of four-year grants for intending teachers. 
In any consideration of the numbers and type of university 
awards that it is proper to give four questions must be 
answered: first, how many awards ought there to be ; secondly, 
what will they cost; thirdly, who should make the awards ; 
fourthly, how should the students be selected? It is to be 
presumed that the Working Party is considering all four. 
Before the war there were 50,000 students in the universities 
of Great Britain, and the annual entry was 15,000. To assist 
the 12,488 students who entered the universities of England 
and Wales there were 4,588 scholarships and gtants available 
annually, covering about 37 per cent of the places. In Scotland 
the proportion of awards was much greater. “In 1938-39, 2 2,090 
awards were availab‘e and 2,665 students entered the univer- 
sities ; almost 80 per cent of the students could thus receive 
ensibtance. though the amount of that assistance was often 
very small. In addition to these public awards, there was an 
unknown number of scholarships and grants provided by 


schools and private bodies. With this volume of assstancty 
the universities kept reasonably full. 
Ten years later the picture is very different. Not only hall 
there been an increase of 50 per cent in the numbers of 
TABLE I—NUMBERS OF UNIVERSITY STUDENTS 


1938-9 1947-8 
Annual Entry :— 




















England and Wales...............+. 12,488 18,002 
i 2,665 4,128 
PEEL Scecaacmslastscuckeunsieonl 15,153 22,130 

Total Numbers :— 
England and Wales.................. 40,212 60,969 
PERE vsnidicncsichecidehs aithsins 10,034 15,795 
NUIT oecngsccsnecdsicvicestectcs 50,246 76,764 








students, but the proportion of assisted students has increased 
still more. In the academic year 1947/48, 21,677 new awards 
were available in England and Wales—that is, more awards than 
entrants. Comparable figures are not available for Scotland, 
but it is probable that some 5,000 awards were available, as 
against 4,128 entrants. The discrepancy between the number 
of awards available and the number of students actually receiv- 
ing grants, shown in Table II, is due to the demands of military 
service and the competition for places, which aad a 
number of students from taking up their awards. : 
in Table II refer only to England and Wales, and show pens 
about two-thirds of the students in these universities were 
grant-aided. At present only estimates can be made for Scot 
land, but on the basis of these it is probable that about 12,000 
students out of a total of 15,795—or 75 per cent—were receiv 
ing — As, however, the Scottish figures are uncertaim) 
the Working Party’s recommendations are confined: to 
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England and Wales, cei ene aemaecraped teat negli 
be equally circumscribed. 

The principal reason Goethe. gitiat ‘astehie’ St aterneity ta tae 
large number of grants made to ex-service students from 
October, 1946, onwards. In the academic year 1947/48, 
22,612 students were receiving these grants, at a cost of nearly 
{10 million a year. Next October the number is likely to be 
smaller, since the majority of ex-Service men have started in 
their university: courses already ; thereafter the number will 
fall sharply, since conscripts are not eligible for these grants. 


TasLe IIT—NuMBER AND Cost oF AWarRpDs, ENGLAND AND WALES 
































1937-38* 1947-48* 1947-48 
Number of} Cost ot | Number of} Cost of Number 
inew awa allawards [new awards} all awards of 
avatiable | current available | current current 
annually | £(000) annually | £(000) awards 
1. State Awards -— 
Further education & training 
grants (ex-service) ......... ia 9,764 22,612 
State scholarships ......... 360 185 1,162 
Open scholarships ......... 1,200 38 1,118 
Teacher training grants ..... 1,298 627 400 4,607 
Science awamds ss esstsesic Rit) lu 61 
State bursaries. ......0s4-0- ved ba 146 400 
Tote crikguceseeans 2,880 767 10,641 29,960 
Local Authority awards ..... | 1,700 | 340 | soot | 12,097 
Grand Total .isccecs | 4,588 1,007 | 21,677 M441 42,057 


* For state awards the cost cost is 5 related to financial years aad the pu numbers of ‘students to. to 
ac ademic years. ~ None were awarded in these years, but 420 were current in 1947-48. 

t Estimate. § These scholarships, which are awarded by colleges or universities, were not 
state -aide a before the war. 


What the Minister of Education has now to decide is how 
many places should permanently be financed. by grants of 
one kind or another, in order to maintain both the number and 
the quality of the students at the universities. There is no 
certain method of arriving at the solution of this equation. 
The cost of a university education has risen since 1939'; the 
net incomes of the middle classes, in terms of 1939 prices, 
have fallen; the number of university places has increased. 
Therefore it is reasonably certain that if only the same pro- 
portion of students were assisted by grants as in 4939, either 
the average standard of the universities would fall, or more 
probably they would not be able to keep up their numbers. 
To maintain the prewar ratios, some 6,700 scholarships or 
bursaries would be required in England and Wales each year. 
This is the irreducible minimum, On the other hand, there 
is no reason why the number of grants should equal the number 
of places available. A third of the students at present at the 
universities in England and Wales are not receiving grants 
either from the Ministry or the Local Education Authorities. 
At least until such time as a tendency for numbers at the 
universities to fall below capacity begins to appear, there would 
seem to be no reason to provide awards for more than 70 per 
cent of each year’s entry. Somewhere between 60 and 70 
per cent is probably about right. 

* 


There are, indeed, yery strong arguments in favour of leaving 
a recognisable number of paying students. Parents who pay 
are usually more careful about their children’s academic courses 
and their future careers than those who do not. And until 
the methods of selecting state scholars are a great deal better 
than they are now, there is much to be said for leaving universi- 
ties free to choose people not only for their examination-passing 
Capacity. This freedom may be invidious, but it is at least 
better than filling the ‘universities with only the “ poor scholars,” 
Fis meade Te Me toner iret mo 

its 

If it can be that two-thirds of the total of university 
students will in future receive grants from public funds, what 
is the cost likely to be? In 1938-39 the state and local education 
authorities were spending just over {1,000,000 a year. 
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In 1947-48 they were spending over {12 million. This 
increase in expenditure is out of all proportion to the increase 
in numbers of grants, owing to the fact that maintenance grants 
to ex-Service students with wives and children are much larger 
than is normally necessary. Such extra grants will not con- 
tinue. Nevertheless, it would be wise to contemplate expendi- 
ture at the rate of, say, £200 per annum for perhaps $5,000 
students, which makes a total of {11 million. A means test 
might bring this figure down by a million or so, but it would 
be unlikely to be less. This expenditure, coupled with the 
very large increase in grants made direct by the Treasury 
to the universities (Table IID), reveals the startling rise in public 


expenditure on university education. 
Tasie III Costs 1938-9 1948-9 

£ million £ million 
(a) State Grants :— 
Direct grants by the UGC to 




















We eMRICS sii. dadiiin aktaikbaab abies 2-50 11-88 

State scholarships to students in 
gland and Wales............... 0-76 10-64 

State scholarships to students in 

Sculetnd 25 ke. Tdi 1-32 

3°26 23-84 
(6) LEA Scholarships :— 
In England and Wales,.............. 0-34 0-50* 
Brg Booted 6d tess <noecnccesens 0-04 0-05* 
GRAND ToTAL 3-64 24-39 








* Estimate. 


The next question to decide is, who should make these 
grants ? There is widespread dissatisfaction about the inequali- 
ties in the size and number of university awards made by 
local education authorities. The richer authorities are more 
generous, but inequalities also arise from other causes. In 
an urban area where there are several grammar. schools the 
competition is severe; in rural areas a bright boy has few 
competitors. Those who have seen the injustices of this system 
inveigh against it, and urge that all awards should be made 
by the state. But there are great objections to this. The 
method of making state awards by examination only is very 
imperfect. The personal interest taken by local education 
authorities, particularly by those who have efficient arrange- 
ments for school reports and the interviewing of candidates, 
is extremely important. And the very variety of methods used 
is itself an advantage, -in order to encourage and benefit from 
experience. Until a much stronger case can be made against 
it, it would appear better that local authorities should continue 
to give a proportion of the.awards, perhaps half—which would 
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only be slightly more than at. present—and that the Ministry 
of Education should encourage the authorities to act with greater 
uniformity about the number and amounts of awards. 

There 1s, finally, the question of methods of selection, which 
will now have to undergo some alteration. Hitherto state 
and county scholars have been selected on the basis of the 
Higher Schcol Certificate Examination. This is an imperfect 
enough test, bur it is at least admissible for the 850 state 
scholars and rather less so for the 5,000 county scholars in 
Engiand and Weies who are selected by this method. These 
are the cream of the HSC candidates who can be separated 
from the skim with reasonable ease and fairness. But when 
it comes to choosing two-thirds of the university population 
by this method, instead of one-third, the problem becomes 
completely different. Before the war only about 5,000 students 
in England and Wales tcok honours degrees, as against 7,000 
who took ordinary degrees or diplomas. The proportion will 
probably be the same in the future, and if so, state and county 
grants will be made to non-honours students. For students of 
this kind the HSC examination, or such modification of it 
as will emerge from the new examination proposals, is hardly 
suitable, certainly not by itself. Some very careful thought 


Food and 


A ONDAY’S debate on the estimate for the Ministry of 

Food threw little fresh light on major questions of policy. 
There was Mr Strachey’s shocking revelation of the current 
cost of food subsidies (which is discussed in a:Note on another 
page) ; there was by-play with snoek, plums and canned horse- 
meat ; there was the expected onslaught, rather ineffectively 
sidestepped, on bread rationing ; there was the usual, by now 
distinctly perfunctory, controversy about how well or badly, in 
terms of calories, the people of Britain are being fed. But only 
once, in Mr Clement Davies’s speech, was there any serious 
attempt to place British food policy against the world back- 
ground and to outline the major strategy of a war against want ; 
and that was fatally marred by unrealism. 

So far as the past is concerned, most people probably realise 
in their heart of hearts that no postwar Government could have 
pursued a food policy very different from that of the Labour 
Government, and that no different food policy would have been 
likely to yield much better results ; but this debate, at all events, 
provided little evidence of any attempt to answer the question 
which is most important for the future. Has there occurred, 
or has there not, so radical a change in world food prospects 
as to call for a complete reversal of British economic policy— 
the policy on which Britain throve and rose to greatness over 
the last century ? Such a reversal is certainly implied in what 
one may call the Chifley prescription for emigration—a 30 per 
cent reduction in the United Kingdom’s population—or in 
Lord Portsmouth’s plan for virtual self-sufficiency in food 
supplies. 

Support for these plans assumes certain conditions in the 
demand for, and supply of, foodstuffs; an indefinitely prolonged 
and probably increasing physical shortage of food all over the 
world, confronted by an ever more urgent demand for it. Sir 
John Boyd Orr, the foremost upholder of this view, stresses 
the loss of fertility by erosion, the. growth of world population, 
and the inadequate nutrition of the great majority of even the 
present human race. Three thousand million tons of topsoil 
ere annually blown or washed off American farms alone. There 
are a hundred and fifty million more human mouths to be fed 
than in 1938—twelve million’ of them in devastated Europe. 
Morcover, both processes are continuing. Even at this strictly 
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will have to be devoted to the subject. of selection, and. 
fortunately, nearly all experts favour methods. which, 
extremely expensive in terms of cash and interviewing. ti 
As a minimum the Ministry should encourage some exp 
ments in varieties of methods of selection, particularly th 
which permit of personal interviews. wy 
It is understood that the Minister of Education is prepared 
to face a very large extension in the numbers of grants, The 
question is how large, and how administered. It is to be hoped 
that before he reaches any final decision he will give mone 
weight to university opinion than has been given in the Work. 
ing Party, where only three out of fifteen members are drawg 
from university circles. This is not a matter primarily for 
local education authorities or for the Ministry. It is al} 
very well to say that the universities still have the power to 
reject candidates who bring state or county awards in their 
pockets. But the possession of an award must always be. 
two-thirds of the battle, since the university cannot. provide 
alternative finance for its own candidates. The universities 
should, therefore, be consulted both on the methods of selection 
and the proportion of grants which they themselves consider 
appropriate to achieve a proper balance. ‘ 


the Future 


it looks. On the supply side, soil erosion is a menace and 
can be a catastrophe, as Northern Africa and Mesopotamia 
witness from antiquity and China from yesterday. But alarmist 
judgments of a few years ago on the North American “ dust: 
bowls ” look foolish in the light of the record crops subsequently 
harvested from these doomed areas. Three of the worst “ dust 
bowl” states—Kansas, Oklahoma and Texas—produced 210 
million bushels of wheat a year on the average of the 19308 
and 349 million bushels a year on the average of the three years 
1944-46. The alarmist prophecies may look somewhat less 
foolish in the next cycle of dry years. But that is conjectural 
the fact is that production has not gone down, it has gone up 
very sharply. No vast new continents wait to confute a new 
Malthus—to “stub up” African jungle for groundnuts is a 
very different matter from ploughing the prairies for wheat— 
but on the other hand the possibilities of technical improvements 
on land that is already under cultivation have, in some respect 
able opinions, been scarcely scratched. Better seeds and better 
fertilisers, better livestock, equipment and methods, may falsify 
Maithusian pessimism all over again. Their possibilities are 
not unlimited—the law of diminishing returns is not subject 
to repeal- -but there is no need to assume that the limits are 
near. One need not, because there are walls to one’s room, 
behave as though one were confined in a straitjacket. * 
Even if it were granted, on the inconclusive evidence, that 
supplies are strictly limited and that the numerical proportion. 
between human mouths and necessary calories is destined radi- 
cally and inevitably to worsen, it would not follow that the 
parent sellers’ market for foodstuffs, with all its inconyenicat — 
implications for this country, would continue indefinitely, 
especially at, its present intensity, The demand that counts 
effective demand. The effective demand of the would-be 
caters consists overwhelmingly in their capacity to supply things 
for which the food producers are willing to exchange food, 
only to a minimal extent in their ability to indicate their needs 
to the world and eloquently to invoke the Atlantic. Charte 
Clement Davies nced as cynical Mr Strachey’s as 
that the. raising of nutritional , standards in Asia 
primarily a job for the Asiatic peopfes ; bur FAO or no F. 
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food-producing countries ar¢_ ing to themsel) year 
in year out to buy food frospl th s irae and supply, it to 
Asia gratis. It is already r thatthe United 
States should be. willing .to.make.a once-for-all four-year dona- 
tion to Western Eurepe, where a solid return in economic 
recovery and political stability'can be expected } to do much 

more, to go on doing it indefinitely, and’ to achieve no better 
result than to make two malnourished Malthusians grow where 
one malnourished Malthusian grew before, is a prospect. which 
no degree of idealism is likely to stomach, It may or may not 
be the duty of the West to assist the East to a higher standard 

of living. But permanent charity is neither'a wise nor a prac- 
ticable method of doing so, This is not cynicism but ordinary 
common semse. 
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To “ marry agriculture and nutrition ” is in fact not enough ; 
trade is like an electrical circuit—the current. will not flow 
unless there is a return route. It is not enough to establish a 
channel of trade from the wheat fields to the empty stomach ; 
the hands attached to the empty stomach must also be able to 
produce something that can flow back, by no matter how 
roundabout a route, to the wheat farmer. In, the last resort 
the British food problem is,;as Mr Strachey pointed out, a ques- 
tion not of the availability of food in the world but of Britain’s 
ability to pay for it ; and the same holds for all other importing 
or would-be importing countries. It is not the absolute scarcity 
of foodstuffs, but the terms on which Britain can buy them, 
that matters. How are these terms likely to move in the future ? 
Food cannot be sold indefinitely for prices that the consumer 
cannot pay. At present the food price level is paradoxically 
held up by successive American grants-in-aid bolstering Euro- 
pean demand, as well as by boom conditions leading to lavish 
home consumption in the food-producing countries. One need 
not postulate, after the Russian manner, an inevitable and 
ruinous American. slump, in order to see the likelihood that 
there will be some fail in world food prices—some increase in 
supplies relative to effective demand—some time within the 
next few years, Whether it will go so far as to restore the pre- 
war surfeit of food, no one can tell. Nor—it need hardly be 
added—should anybody. desire a return to the slump conditions 
of the early 1930s or to thirty-cent wheat. But itis virtually 
certain that the present conditions will not be permanent and 
it is quite possible that, when the dust of wartime dislocation 
finally settles, the long secular downtrend of food prices, 
relatively to the prices of manufactures, will be resumed, 
General world productivity, shattered by war and hampered by 
political division, is rising again, and there is no reason to 
suppose that humanity has altered its well-established propen- 
sity to take out the benefits of increased production less in 
extra food than in extra manufactures and services. It would be 
pleasant to be able to set a date for the end of the present 
scarcities, just as it would be pleasant to know when July will 
stop acting like December; but uncertainty in timing is not 
the same thing as intrinsic improbability. 

It would be wrong te be dogmatic. There is a strong proba- 
bility that more abundant and cheaper supplies of food will be 
available for Britain to buy some time before very long ; and 
there is some possibility that food will again become as cheap as 
it was, But no ome can be sure of these things; the factors 
that determine effective supply and effective: demand are very 
elusive, and it would be wrong to base an irrevocable policy on 
one particular reading of them—which is what, in their different 
ways, Sit John Boyd Orr, Mr Chifley and Lord Portsmouth ask 


the public to. do. The, only. sensible. policy,“however much it . 


may disappoint the cosmic planners is) to" wait) and see, 
epee ie eres all can be 
eo It banat ot : of : 
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iba is to say, for such an increase as can be achieved 
nu 


t entirely upsetting the ote economic organism of the 
colintty. The most hat ‘tan ‘bedone for the next five years, 
under the Government’s agricultural plan, will be.none toe 
much, from this point of view. Merely to bring the average 
standards of farming practice in this country up to the level 
now reached by the best farmers, to develop grass-drying and 
silage, to raise the quality of stock, to cut out the physical as 
well as the financial wastes of distribution, to provide the 
housing and amenities needed to stop the present drain of 
manpower from the countryside, is a formidable and formidably 
expensive job ; while in the field of colonial development the 
matter of the .missing West African locomotives, for lack of 
which crops actually harvested cannot be brought out, may 
stand as a symbol of the kind of unsensational but highly and 
immediately productive improvement for which there is plenty 
of room—and not too much funds, 
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But action on the scale envisaged by the autarkists and 
depopulationists is a totally different matter. It cannot produce, 
in the next five years or so, any greater benefits than the more 
modest but already frighteningly costly programme now under 
way. It could, in time and at enormous cost, diminish the 
British people’s dependence on imported foodstuffs ; but at the 
same time it would make it increasingly hard for them to 
produce the means of importing that residue which—short of 
a reversion to almost medieval conditions—they would still 
have to obtain from abroad. . These wider projects would do 
so much damage to the present foundations of British wealth 
that, even if they looked like being necessary, it would be wise 
to. wait for some certainty before embarking on them. But 
the probabilities run the other way. If, contrary to what all 
economic history would lead one to expect, the change touched 
off by the war and by world-wide adherence to full employment 
policy turns out to be permanent, irreversible, and cumulative, 
then indeed autarky and mass emigration may be the only 
answers to a situation in which Britain’s status not only as a 
Great Power but as a high-standard economic entity, would be 
irretrievably lost. But one should be very certain that the 
house is on fire before throwing the baby out of the top-floor 
window. 
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NOTES OF 


Berlin Impasse 


The Russian reply to the American, British and French Notes 
about the blockade of Berlin amounts to this: that Mr Stalin 
has sat back in his chair, put his legs on the desk and said: 
“What Sokolovsky has been doing in Berlin is quite right. There 
is no hurry in this affair. As we’ve said all along, the restric- 
tions on traffic are temporary. You Western Powers have forfeited 
your right to be in what was intended to be the capital of a 

rmany under Four-Power control. That control has now 
broken down, The tension and pressure of which you complain 
is of your own making. The Germans meed not starve—we don’t 
object to feeding Greater Berlin. By all means let the four of us 
have talks ; but they must be about the whole German problem 
of which the Berlin problem is only one aspect. And I cannot 
guarantee that traffic restrictions will be lifted before they begin. 
Incidentally don’t forget that the position in Vienna is rather like 
that in Berlin.” 

In short the Russian Note leaves things precisely where they 
were ; the situation is neither worse nor better than it was. Mr 
Stalin is content to see time marching on. The next move now 
lies with the Western Powers. Do they now put forward pro- 
posals for dealing with the Berlin situation within a given time— 
in other words do they frame an ultimatum and take precautionary 
measures which will frighten people in Western Europe as much 
as they will impress the Russians? Or do they explore cautiously 
the one or two openings which the Russian Note offers for a long 
diplomatic haggle ? The main purpose of the relief operation by 
air, which is proving so costly and strenuous, is to give them time 
to take either course. And it has to be remembered that it is 
only quite recently that the Berlin question has been taken out 
of the hands of generals into those of foreign ministers. 

The war of nerves may go on for weeks, bringing nearer every 
week the date when the European harvest is gathered and air 
deliveries are hampered by autumn weather. Western statesmen 
have to realise two things: that stern warnings to Moscow will 
be useless if unaccompanied by stern warnings to their own 
peoples ; and that clear readiness to face the possibility of war is 
the one thing of which totalitarian statesmen believe the western 
democracies incapable. Are they to be disillusioned now or later 
on ? 

+ * * 
Attempt on Togliatti 


The attempted assassination of Togliatti was the work of a 
single man, inspired by the vindictive personal hatred of tradi- 
tional Italian politics and formed in the anarchic jungle of fascist 
violence still frequented by the extreme Right of the Italian 
parties. But the reaction to the attentat is the reaction of a 
whole organised class. Within an hour, strike orders were issuing 
from the Chambers of Labour and with a completeness that sug- 
gests that a fully prepared strategy for a general strike had been 
laid down im advance. True, the strike is only for a day, and 
nothing suggests that there was any immediate intention of order- 
ing a longer one. But if the “ readiness is all,” the Italian Com- 
munists are not to be dismissed as a defeated force. 

The strength of the Communist-led reaction is a salutary re- 
minder to those who jubilantly accepted the April elections as 
‘a final defeat for the Communist Party. It. was a defeat in 
so far as Signor Togliatti’s followers failed to achieve the majority 
they had expected. But the total of votes given to the parties of 
the Left hardly fell, and the Left bloc emerged still in conrol of 
30 per cent of the nation’s votes and in virtually unchallenged 
control-of the trade unions. Not a single contest at the ballot-box, 
but a long campaign to win over the masses can give Signor de 
‘Gasperi the genuine victory some observers were too quick to 
concede him in April. 


* * * 


Death Penalty Muddle 


_Trying to achieve a compromise in the controversy over 
capital punishment, the Government has only succeeded in getting 
itself into a bigger muddle than ever. The clause proposed as 2 
substitute for the one thrown out by the House of Lords tries 
to distinguish two degrees of murder, one of which 
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are alarmed at the murders of policemen on duty and at 
committed during burglaries and robberies. Therefore, 
murderers and gangster murderers are to be hanged. Pe 
are morbidly fascinated by the sexual murderer, and their fascing. 
tion is to be pandered to by the retention of all the sickening 
paraphernalia of hanging for the man who commits murder 
the course of rape (though, since the victim is dead, how Gi 
rape be proved ?) and other sexual offences. A similar deferengg 
to what is supposed to be popular opinion is shown in te | 
retention of the death penalty for murder by the syst 4 
administration of poison—though when poisoning is to be com 
sidered systematic and when not has not yet been made de 
For a murderer to be sentenced to death, the jury will also have 
to find that the murder was committed with “express malice” 

The clause was being debated in the House of Commons a 
The Economist was going to press, and doubtless the law officers 
will explain how some of the apparent anomalies will be ed. 
in practice. But it is impossible not to feel that a big blunder 
has been made in what is, after all, a very serious ath pena 


Pe eg 


of three courses ought to have been taken: either the death pen: 
ought to be retained, with the Home Secretary gradually exter 
ing his use of the prerogative of mercy until hanging should 
wither away; or abolition for an experimental period as pre 
posed ; or abolition to be brought into force at some future date 
to be determined by Order-in-Council. The present compromise, 
so far as capital punishment is concerned, achieves nothing, 
There are almost as many degrees of murder as there ¢ 
murderers, and to attempt to divide them into two classes—“ more 
heinous” and “less heinous ”—is futile. i 
ty 
. 4 
Nor does the compromise look like removing the political 
difficulties which gave rise to it. It appears that the abolitionists 
in the Labour Party have been won over, and the clause will go 
through the Commons with the Opposition voting against it 
But what will happen when the Bill returns to the Lords? 
Doubtless feeling that they might as well be hanged for a sheep 
as for a lamb—if the metaphor is not in the circumstances 0 
inappropriate—the Lords are quite likely to reject the compromise 
clause, although there is another political difficulty here, sing 
such a prominent Conservative as Lord Templewood is in favout 
of abolishing the death penalty altogether. The Lords are eve 
it seems, ready to insist at the expense of holding up the wh 
Criminal Justice Bill. But if the Government wishes to use 
machinery of the Parliament Act to pass the Bill, it will have ¥ 
reinsert the original clause abolishing the death penalty. Or. 
may remove the clause from the Bill altogether, introduce it @ 
a separate Bill in the autumn and get it through under 
retrospective clause of the new Parliament Bill. Whatever court 
is taken, it is clear that capital punishment, which was originally 
treated, rightly, as a non-party issue, has become, through Govert 
ment bungling, inextricably caught up in the toils of party polities. 


* * * iif 


Food Subsidies for Ever ? : 


iy eee Strachey’s wialipales that the food subsidies “are runnilt 

at the moment at a rate of something like £470 million a 

is shocking from several points of. view, ee is, first, the light 
that it sheds on the Government’s methods of forecasting and 
planning. In March last, Mr Strachey said that the cost of sub 
sidies in 1947-48 was £395 million; but he did not say what 
the rate of expenditure was at thst moment, and Sir Stafford 
Cripps, in his Budget speech, put the cost for the new year “ia 
round figures” at £400 million. But it was not very difficult @ 
calculate that they were then run i i 
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Perhaps even more frightening than the figures were Mr 
Strachey’s excuses for them. “If people ask what value they are 
getting for their money, I ask them, first and foremost, to look 
at the children of this country.” But Mr Strachey must know . 
that this is not true. It would be true only if the subsidies enabled 
the families of this country to eat more food than they would 
otherwise do. With one or two exceptions, this has not hitherto 
been the case. Food consumption has not been limited by prices, 
but by rations. The subsidies have not enabled the working people 
to buy more food ; they are the main sdurce of the colossal sums 
that are Spent on beer and tobacco. “There is no doubt” says 
Mr Strachey “ that the steep rise in food prices which would take 
place immediately [if the subsidies were removed] would sharply 
cut down working-class consumption of food.” But there is 
most serious doubt whether this is so, and it is certain that 
working-class expenditure on food would not be reduced by any- 
thing like the proportion that the subsidies bear to the total cost 
of the food now consumed. 

Moreover, even if it were completely true, the implications 
require some examination. Even if the subsidies were abolished, 
the rate of real earnings would still be above the prewar level. 
Even if the abolition of the subsidies produced some reduction in 
the consumption of food by the working class, it would still be 
above the prewar level. In short, food subsidies, as defended by 
Mr Strachey, are a new and gigantic social service, a new device, 
in addition to all the others, for transferring income from the 
betier-off to the worse-off. The social services, which cost some 
£450 million a year before the war, are apparently to cost, not 
£1,100 million, but £1,600 million’a year. Even the most benevo- 
lent humanitarian ought to stop and ask himself whether the 
national economy can support so large a transfer. 

Actually, of course, the great majority of the subsidies were not 
put on, and are not maintained, for any fine reasons of deliberate 
policy. They are maintained because the Trades Union Congress 
says they must be. The average wage-carner must preserve the 
20 to 40 per cent gain in real income that he was enabled to 
secure during the war. If there were a 20 to 40 per cent gain 
in the real consumable income of the whole community, this 
might be all right. But as there is not, the other classes of the 
community are entitled to ask what they have done wrong. 


® x * 


Housing Debated 


Mr Bevan cannot resist fireworks and obviously revelled in 
his own display in the housing debate on Wednesday. No new 
facts were, however, revealed, which is the more the pity since the 
basic problems of the Government’s housing policy badly need 
to be thrashed out in public, and Mr Bevan had an admirable 
opportunity to give a constructive and statesmanlike review of 
them. The problems of costs, productivity of labour, housing 
needs, subsidies and rents, and the long-term balance between 
private enterprise and local authority work all need to be debated 
fully and if possible frankly. 

It is, indeed, almost frightening that the Parliamentary Se¢retary 
should cling to the excuse that the decision to restrict the number 
of new housing contracts was not a decision to cut down the 
housing programme, but simply a necessary step to secure the 
rapid completion of houses already under construction or contract. 
Either the Minister is so frightened of the building unions and 
public opinion that he dare not admit to the economic pressures 
which force a reduction of house construction; or he is such a 
political monomaniac that he will not take his fair share of the 
disinflationary burden. It is difficult to know which is worse. 

The Opposition made here and there a few glancing attacks on 
the present costs of house building, and their effects upon rents, 
but the only penetrating criticism came from Lt.-Col. Walter Elliot, 
who opened the debate. He rightly rebuked the Minister for the 
rising cost of house building and for the inadequacy of public 
information about this, and quoted examples of final costs which 
he has himself obtained privately, and which bore out those quoted 
in The Economist last week. Neither Minister made any effective 
answer to the charge of highly inflated costs. Mr Edwards, 
indeed, provided some new and interesting figures about tender 
prices, which are now running at 24s. per foot super as compared 
to 24s. 8d. in March, and 20s. rod. in October, 1945. But tender 
Prices are nat final costs. 


. * * : * * 
Government for Western Zones — 
The crisis in Berlin is delaying the evolution of organi 
government in the Western Zones. It has been the aim 
of the Americans, backed oy British, to ensure that, if talks 


with Russia are to begin again, as much as possible of the political 
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and economic reorganisation of Western Germany shall have 
already been accomplished. This strategy simply repeats 
Moscow’s methods of the last three years, during which time the 
Russians, making parrot cries about Potsdam, have organised and 
exploited their zone just as they pleased. Accordingly, as soon 
as currency reform had been introduced in the West, the Military 
Governors followed it up by issuing three basic documents on 
Western Germany’s political reorganisation and requesting the 
eleven Minister-Presidents of the Western Lander to consider 
the proposals with all speed, 

The first document embodies the agreement on constitutional 
development reached in London between the British, American 
and French Governments. By September ist a constituent 
assembly is to come together to draw up a constitution for 
Western Germany. The Lander governments may choose repre- 
sentatives or have them popularly elected on the basis of one 
delegate for every 750,000 voters. The constitution they draft 
must be democratic and federal, it must provide a suitable central 
body and must safeguard the individual citizen’s rights and free- 
doms. Otherwise the have virtually a free hand. 

The second document requests the Germans to work out 
Lander frontiers in such a way as to ensure that each Land is 
roughly the same size. The third document is the “ Occupation 
Statute,” which defines the powers which Military Government 
intends to reserve to itself while transferring all other political, 
economic and administrative responsibility to the Germans. The 
reserved powers are strictly confined to those necessary for main- 
taining the occupation, and include control over foreign policy 
and some control over foreign trade, the continuance of inter- 
nationally agreed measures for supervision—such as the inter- 
national control of the Ruhr—ceparations, the level of induséry 
plan, demilitarisation and disarmament. The statute also safe- 
guards the needs and the security of the occupation forces, and 
finally gives the occupying Powers the right to secure German 
observance of the new constitution. 


* * * 


Reluctant Germans 


These proposals have run into two kinds of trouble. The 
first springs from France’s usual doubts and hesitations. Shaken 
at home, fearful abroad, the French Government has from the 
start lagged anxiously and even resentfully behind the Americans 
and the British in their attempts to organise Western Germany. 
The second centre of criticism lies with the Germans themselves. 
Like the French, the. Western Germans have an uneasy feeling 
that they are being asked to stick their necks out, They do not 
wish to have pinned upon them the responsibility of “ splitting 
Germany,” and still at the back of their minds lurks the possi- 
bility that the Russians: may after all end by taking over control. 
Their first reactions therefore were hostile. The three documents 
received a cold reception and complaints of every sort were raised, 
including such ridiculous criticisms as that the Occupation Statute 
only defined the rights of the Occupying Powers. 

When, however, the Minister-Presidents met at Coblenz.on 
July 2nd a more moderate spirit seemed to prevail. After two 
days’ discussions, they announced general acceptance of the pro- 
ject with certain strong reservations ; for instance, they claimed 
that the Allies should accept full responsibility for continued 
occupation and for the division of Germany. Again, they de- 
manded that the split between East and West should not be 
aggravated by suggestions that the political arrangements in the 
West are anything but provisional. Accordingly they proposed 
that the autumn assembly should not be “constituent” but 
“ representative.” that it should draw up not a constitution but an 
Organisationsstatut, and that the governing body which results 
from the Assembly should be an administration, not a govern- 
ment. The second document—on frontiers—was rejected because 
such boundaries could not be drawn “while Germany is still 
divided.” The Germans also made various other demands such 
as freedom to control their own trade, to set up consular repre- 
sentation abroad and to limit occupation costs to a fixed percentage 
of the States’ incomes. In general, it can be said that the German 
aim was to secure the maximum amount of effective power, par- 
ticularly in the economic field, while delaying as long as possible 
the outward acceptance of political responsibility. ; 

Since the Germans’“issued their qualified acceptance, the situa- 
tion has, however, changed once again. The French have chosen 
to interpret the German qualifications as refusals and have seized 
on. the chance to delay once again developments which they fear 
more and more as the crisis deepens in Berlin. They have refused 
to allow the three Minister-Presidents from their Zone to attend 
further talks planned for this week and the Americans are left 
with their strategy for speed in the West hanging in mid-air. _ 
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Tito Not Out 


What one Jugoslav has called the “ unprincipled struggle for 
principles” goes on merrily between Belgrade and the represen- 
tatives of the Cominform in neighbouring capitals. Hungarian 
Communists, who pushed their way into the forefront of the 
Party onslaught on Marshal Tito, have been quickly slapped 
back with charges of persecuting the Jugoslav minority in their 
own country. Polish and Czech Communists who joined in the 
harrying have been sharply reminded that they are every bit as 
anxious to trade with the West as Tito has been. And when it 
comes to exchanges about past records of party and patriotic 
devotion, the Jugoslavs surpass their scandalised neighbours in 
invective and home thrusts. Mr Alexander Werth has described 
in the Manchester Guardian how Mr Pijade—a veteran Jugoslav 
Bolshevik—has trounced the leaders of the new democracies who 
after the war “reached their countries in aeroplanes, smoking 
their pipes, after talking to their people over the radio,” while 
others were fighting the Germans. ; 

The Tito affair has gone on now for over three weeks, and it 
remains as uncertain as ever what disciplinary action Moscow 
will take. If there is much more delay Mr Stalin and Mr Zhdanov 
—who may not see eye to eye in this matter—must be prepared 
for the Party Congress in Jugoslavia next week to support by 
acclamation the stand taken against the Cominform. That would 
mean the formal assertion of certain “reactionary” principles 
which would give new shapes to the eastern monolith if they were 
observed by the Russians in their policy towards the seven satellites. 
For the Jugoslav replies to the Cominform have asserted the right 
of east European governments to retain some diversity in their 
Communist unity, to make allowance for differences in tradition 
and economic development, to make agreements among themselves 
voluntarily and not under compulsion. Co-operation, say Tito’s 
men, is taken for granted ; the question is how to co-operate—as 
national governments or as munist parties. 

It must be a sad spectacle for the founders of the Cominform 
to see their organisation approaching its first anniversary, not as 
a discreet and well-drilled team, but as a quarrelsome and un- 
certain set of individuals, accused by one of their leading person- 
alities of destroying the integrity of the international working 
class Movement, 


* x x 


Mr Chifley’s Satisfactory Visit 


Mr Chifley returns to Australia after a week of strenuous 
activity. He saw most of the Cabinet Ministers and appears to 
have discussed every aspect of economic and political activity. 
No news has yet been released of any specific agreements he 
might have made, but there is little doubt that both he and the 
Ministers whom he saw were well pleased with their discussions. 


His visit to Berlin was also well timed, and at Gatow airport 
he said bluntly: 


No question arises where Australia stands in regard to Berlin. 
We stand with the Western Allies. Any other attitude would be 
unthinkable. 

This statement, coupled with his excellent broadcast last Monday 

night when he reaffirmed Australia’s ties with Britain—“ for hard 

practical reasons”—should remove any hesitations which the 

British Government may still feel over the attitude of the 

Dominions to Western Union. Canada, New Zealand and South 

ae have already given their blessings ; the lead now rests with 
ritain. 

On the question of large-scale emigration to Australia, Mr 
Chifley also showed sound common sense. Whatever the rights or 
wrongs of moving whole towns, as has been irresponsibly sug- 
gested, there are practical obstacles which cannot be quickly 
overcome. Ships have to be found to take the emigrants away 
and houses have to be built for them to live in when they arrive. 
Mr Chifley stressed these difficulties and announced that, all being 
well, Australia might be able to receive about 70,000 people this 
year. This annual intake may be increased in later years, but it 
will obviously be a long, long time’ before the millions, for which 
a Lo and Mr Dalion are so light-heartedly planning, can 

moved, 


* * *x 


Planning in the Colonies 


“This is not planning.” In this admirably brief sentence 
the Select Commitiee on Estimates sums 1 i 
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belief that from it principles of wider application would be @ 
closed. These principles are not new. It has often been poi 
out that the colonial ten-year development and welfare pla 
though an improvement on anything that had gone before, aie 
really nothing more than departmenial programmes for spending 
money. It was inevitable that this should have happened, for g 
the Select Committee itself points out, all of the proposed 
expenditure under the heads of water supply, education, ag. 
culture, veterinary servicés and so on, is desirable, and most of 
is urgent. The point is that if Nigeria’s plan were ‘complete 
overnight the impact on the mass of the people would be barely 
perceptible. ds 
But it cannot be said that the Select Committee gets very 
in constructive criticism. It has some useful suggestions to mg 
for improving the machinery of planning—its account of the 9 
locomotives needed for moving Nigeria’s groundnuts, which wa 
asked for in October, 1943, and finally shipped in May this yeag, 
reflects poorly on the machinery for determining priorities 
Lendon—but it does not really get to the heart of the er. 
Can colonies which have no mineral resources ever attract capi 
on a large enough scale to have any marked effect on them 
standard of living ? The ten-year development and welfare plans 
are clearly inadequate. But is it enough to add to them the £16 
million capital of the two development corporations and the 
million a year which, according to the Select Committee, 
expected from private investment ? on 
The Select Committee recommends a survey of capital req 
ments, by governments, corporations and private enterprise, 
the colonies in the next five years. What is even more urgeni 
needed is an estimate of how many people each colony can support 
out of its present resources at a tolerable standard of living, and 
then to estimate how much capital would be necessary to make 
it possible for the colonies to support, at this standard, their 
rapidly increasing populations. At present, for all the effort that 
has gone into colonial development in the last eight years, there 


is still no sign that the danger of an ever-falling standard of living 
has been averted. 


ve 


* * * 


bee 


New Champion for Africa 


Fears lest the substitution of the Trusteeship Council for she 
old Mandates Commission would allow an undesirable political 
element to enter into international discussions on trust territories 
were strengthened by reports from Lake Success this week. The 
Mandates Commission was composed of experts who could be 
counted upon to view the administration of a territory with a 
expert’s eye—coloured, perhaps, by the principles of colonial mule 
practised by their own countries, but undistorted by the foreig 
policies of their respective governments. Now, it seems, 
impartiality has gone. In the Trusteeship Council this week thete 
was criticism by most of the non-colonial Powers of the vety 
modified administrative union of Tanganyika with Kenya and 
Uganda for fear lest it should gradually lead to the extinction 
Tanganyika as a political entity. But it was left to the 
Union’s delegate to demand that the British Government 
abandon the scheme altogether and in future to submit for the 
Council’s approval any laws or ordinances which might affect 
Tanganyika’s legal status. x 

Even cruder, however, was the same delegate’s denunciation of 
the East African groundnut scheme as sucking the lifeblood 
Africa and the Africans to revivify the ageing arteries of. 
metropolitan Power. This statement shows such a complete di 
regard for the policy of development and welfare that lies behind 
the scheme and was expressly set out in the White Paper pie 
posing it, that it was obviously calculated to stir up renble ie 
Britain among the Africans, who are only too ready. to beli 
that any development and welfare project is exploitation. In th 
country it is easy to see the real purpose of the Soviet delegat 
criticism. But there is a grave danger that the Africans will 
it at its face value and feel that the Soviet Union is i 


ir champion against a British attempt to deprive them | 
their land, 5 ow 
* * x s 


Prime Minister of Jamaica wae a 
A year ago Mr Azikiwe, commonly known as Zik, was in thi 

new constitution, This Sens cme er ron 

what is vi the office of Pri Ainister in Ja mw 


country to protest, on behalf of his. against > 
the colonies is visi 

on 
he has come to angle for the governorship 
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METAL WINDOWS 


in the Life’of the Nation 





A crépe sole is the only finished 


Product made from pure rubber 
Normally, to make rubber articles tough, resilient and enduring enough 
for every day use the rubber must be compounded with special chem- 
icals. Of the many chemicals used by the rubber industry the most 
important are includedin a group known as 
accelerators. Monsanto are the largest manu- 
facturers of rubber accelerators in the world. 


SERVING INDUSTRY ... 
WHICH SERVES MANKIND 





To till, sow, reap. 


ae stafve 


The farmers of the world are fighting a losing battle. 
Why ? Because the methods of production on most of 
the world’s farms today are hopelessly antiquated. 
The farmer’s equipment has not kept pace with the 
mechanisation of industry. It is substantially as it was 
hundreds of years ago. 

The majority of farmers in the world are still only 
scratching the earth’s surface with implements sras/ing 
behind animals or vehicles. So millions face starvation 
while two-thirds of the people of the world are en- 
gaged in producing food. Despite the mass killings of 
war, the world’s population has swelled by nearly 200 
million more people since 1939. How can enough 


food be produced to feed them ? 


THE SOLUTION 


With the Ferguson System of complete farm mechani- 
sation, farmers can produce more food from every 
available acre at /ess cost. They can actually produce 
as much as #en times more food from some areas of the 
land. And by producing more food more efficiently 
and at less cost, the Ferguson System can help to 
check the present world-wide increase in the cost of 
living. 

*Every week more than 1,000 Ferguson Tractors are 
produced by The Standard Motor Co. Ltd. Every 
week more than 5,000 Ferguson Implements are pro- 
duced by the foremost British manufacturers. Every 
week more than 100,000 acres somewhere in the 
world are beginning to produce more food at less cost. 


Inserted in the public interest by 
Harry Ferguson Ltd., Coventry ( 
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‘be discounted. Nevertheless, his visit has some political signifi- 
cance. There were signs, when Jamaica’s local government elec- 
tions were held last autumn, that some of the popularity which 
swept Mr Bustamante into power in 1945 was waning. Next year 
at the general election he may have a hard fight to remain in office. 
But next year, too, is the end of the experimental five-year period 
of the constitution granted to Jamaica in 1944. At the time it 
seemed to many people to give Jamaicans too large a measure of 
responsible government, and these doubts were strengthened when 
Mr Bustamante was returned at the first election held under 
universal suffrage, because his -extravagant utterances and be- 
haviour hardly inspired confidence in his ability to govern. But 
the constitutional advances made throughout the colonial empire 
since 1944 make a further advance in Jamaica almost certain. — It 
wil] strengthen Mr Bustamante’s position at next year’s election 
if he caa associate fuller self-government with his visit to London. 


For all his demagogic tactics, Mr Bustamante is a shrewd man. 
He knows that the popular emotions which secured his election in 
1945 would not be proof against a breakdown in administration. 
Perhaps he has come to England to learn—to learn something of 
the responsibilities of office. But this country also has something 
to learn from him. People here, if they show any interest in the 
colonies at all, are inclined to smile tolerantly at the extravagances 
of Zik and Bustamante. They fail to appreciate that Zikism 
—which may be summed up as a dislike of British colonial rule 
even at its most benevolent—is an increasingly potent force in 
the colonies. The British have long. preached that they are in 
the colonies to lead them to self-government. But they fail to 
appreciate how reluctant they appear, in the eyes of colonial 
peoples, to grant it. It is this impatience with Britain which men 
like Zik and Mr Bustamante play upon to their own advantage, 
and it is no answer merely to point out the virtues of British rule 
and how unready, by British standards, the colonial peoples are 
for self-government. 


* x * 


Lag in Coal Exports 


Throughout the annual conference of the National Union of 
Mineworkers last week there was a steady procession to the 
platform of Ministers, Coal Board officials and union leaders, 
pleading for more coal so that Britain could meet its export 
targets. Once again Mr Bevin reminded the men that Britain’s 
ability to fulfil its side of international trade agreements and to 
acquire food and raw materials depended on increased coal out- 
put. And the report of the National Coal Board published on 
Wednesday makes it clear how small is the increase in each man’s 
output that is required. 


The unanimity and plain-speaking on this point were novel and 
significant. The Government is anxious lest Britain’s promises, 
especially to the ERP countries, are not fulfilled. Half the 
year is already gone, the holidays will soon take their toll and the 
bad summer weather has delayed any build-up of stocks for next 
winter. 


What were the promises and what is the performance to date ? 
To ERP countries Britain has promisé¢d 6,900,000 tons of coal in 
1948 ; other countries with whom trade agreements have been 
concluded are expecting 2,660,000 tons—making a total of 
9,560,000. For the first five months of this year Britain’s total 
coal exports came to 2,750,000. If performance is no better in 
the remaining seven months of the year Britain would seem 
unable to fulfil much more than two-thirds of its coal 
commitments. 


The deficit has hit some countries harder than others. So far 
the ERP nations have fared better than such countries as Argen- 
tina and Spain. If shipments to the ERP group were to be 
spread evenly throughout the year, Britain should have delivered 
2,900,000 by the end of May. Actual deliveries were just under 
two million, or two-thirds of the target. Non-ERP countries are 
much further behind. Using the same basis of calculation, they 


had received by the end of May only 30 per cent of what had been 
promised them. 


. * x 


‘Digging for Dollars 


_ Mr Bevin has already emphasised the harm this does to his 
international bargaining power; but just as important is the 
additional dollar burden failure might throw on the dollar- 
famished ERP countries. During 1947—a year when British coal 
exports to Europe were negligible—these countries spent $570 
million on American coal. One of the assumptions made at the 
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Marshall Plan Conference in Paris last summer was that in 19 
western Europe would be able to cut coal imports from 
United States. Early this year European experts estimated this ¢ 
at nine million tons—from nearly 34 million in 1947 t© 25"millic 
in the current year. Such a reduction would at current prices 
save ERP nations about $150 million. 


The basis of this estimate was expectation of a contin 
increase in coal exports from Poland and the Ruhr and the ful; 
ment of Britain’s coal export pledges. During 1947 delive 
from western Germany averaged 900,000 tons a month ; this year 
they have shown an increase of just over 20 per cent. Polish | 
coal exports to ERP nations in 1947 averaged 600,000 tons per — 
month ; so far this year they have shown a 67 per cent increase, | 
Both areas will almost certainly fulfil the expectations of the | 
European coal experts. Britain cannot afford to fall short in its 
first important contribution 10 ERP and the solution of Europe’s_ 
dollar problem. a 


* * * , 
: : . a 
Uno, Jews and Arabs ue 


ae 

Four out of the Big Five have agreed at Lake Success to 
an American resolution calling for action under Article 39 of the + 
Charter, which is the Article that provides for stopping threats § 
to peace, by force if mecessary. Unfortunately, they have done 
so for divergent motives. The Americans and the French both 
have experience of supplying umpires, and are ready to augment 
their supplies ; the British, in the pass things have reached, now 
see no other way out; the Russians seem anxious to commit the 
British and the Americans to taking action against the Arabs, 
China, the dissident Fifth, holds that to freeze matters as they 
now stand would be to produce a one-sided peace favourable 0 
Israel. This is a fact, but the longer the fighting continues, the - 
more irreversible it will become. # 


The Israelis are conscious of it, and show it by their faces” 
and their very inflexions of voice. They have a fatal gift for” 
irking even their well-wishers. The tones in which their repre 
sentative at Lake Success—Mr Aubrey Eban, who is as fully 
as British a subject as is Brigadier Glubb—has been addressing 
the Security Council do not promise well for their future entry 
into the councils of the nations. But they know where they are’ 
going. They are arguing with confidence the two not exactlp= 
compatible points that the Arabs have committed aggression, and” 
that the Jews are entitled to their winnings outside the boundaries” 
that the Assembly assigned to them. Militarily, their forces are on~ 
the offensive and at an advantage, and this fact is reflected in” 
Jewish voices and faces all over the world. ie 


The Arabs are at sixes and sevens. A majority of them are 
hotheads who have listened to nothing but success stories and 
are still clamouring for war to the death. A few soberer minds 
perceive the dangers of the military situation, and hope to be 
able to engineer a resumption of the truce. This, pee 
was the thought in King Abdullah’s mind when he quieted street 
demonstrators in Amman on Wednesday with the advice that 
“ demonstrations have brought misery to Palestine. . . . 1 know 
what I am doing and I know my way. . . . If you want success 
you must obey.” Rather naturally not all Arabs think like him, . 
because not all stand to gain what he stands to-gain out of a 
peaceful settlement. This fact, however, affords no excuse for 
the present irresponsible behaviour of Azzam Pasha, Secretary- 
General of the Arab League, who is speeding from capital 10_ 
capital uttering war cries mixed with dark hints about the arms_ 
obtainable from “another Great Power” and prophecies of 

surprising * consequences. His position and role have never 
been easy. He moves among kings, but without their powefs. . 
His present activities-give the impression that he is striking out - 
wildly in order to keep his own head above water. ah 

‘The Arab League is to meet again this week-end: “The agenda 
will be gloomy. Will the de facto situation be recognised’? * 
odds are that it will not, for Arabs when roused to exaltation of 
disgust cast aside all material considerations. But, unless they 
Start taking these into account, even their best friends cannot help 
them further. ott 


* * * 


Kidnapped P 


Just over a week ago gunmen of Irgun Zvai i 
the power-house in Jerusalem, and kidna five Britons 
were at work there. They were Mr T. W. Bryant, the acti 
general manager of the. Jerusalem Electric and Public Servi 
Corporation, and four of its employees. Mr Bryant is algo sect 


Brit: 
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tary of the British Community Council. The building, serving 
a vital need for all the inhabitants of Jerusalem, was under the 
flags of the United Nations and the three members of the truce 
commission, the U.S.A., France, and Belgium. The truce was still 
in force. The corporation, a British company, has a separate 
concession for the supply of electricity to Jerusalem and the sur- 
rounding area, The concessions which supply the rest of Palestine 
are Jewish. By heroic efforts, the staff of the corporation have 
kept Jerusalem going with a certain minimum of current through- 
out most of the past few months. But they were British-run and 
British-led, and for the Irgun, trying to regain some of its lost 
credit with the Zionist public, baiting the British is a form of self- 
advertisement which their experience under the Mandate suggests 
can be indulged in with impunity. 

The mandate is ended, but nothing that has happened since 
the Irgun exploit suggests that things have changed. Mr Hector 
McNeil had no stronger words for it last Friday than “this 
incident,” which he told the Commons. that Sir Alexander 
Cadogan had been instructed to bring to the attention of the 
Security Council. This formally correct but all too mild reaction 
has had the consequences one might expect. The Irgun announced 
that they were going to try the five Britons for “ espionage.” 
Now, far from being concerned to show that they are really 
masters in Israel, the Tel Aviv government is reported as 
having let it be known that they were ready to compound with 
the act of banditry by taking delivery of the Britons themselves. 
for “trial” on some unknown charge. 

The policy of turning the other cheek can be pushed too far. 
It is right for a Great Power not to be carried away by its passions, 
not to use violent methods where quiet ones will do, but a 
government has a duty to its citizens in circumstances where they 
have every right to its protection. The British Government still 
has means to enforce respect for its nationals legitimately and 
peacefully occupied in Palestine, and the United Nations, as its 
past record shows, will do nothing that Britain does not do for 
itself. There are five British public servants to be rescued, and 
their instant and unconditional release should be demanded in 
language which even the Irgun will understand. If, as 
has happened in the past, the Israeli authorities are ready to 
deplore the action but unready to call the Irgun to heel, the 
deduction is that they have not full control within their frontiers, 
and that Israel is in no fit state to be “ recognised ” by any foreign 
government. . 

* * * 


A Brake on Men Teachers 


As announced last Sunday the decision to delay the training 
of 10,000 men who have applied to enter the teaching profession 
came as a shock. Few people have realised the success of the 
recruiting campaign for men teachers, and many remember the 
creaks and groans with which the emergency training scheme got 
under way in 1945 and 1946, and the many tales of hardship and 
delay which were then current. Most of the mechanical difficulties 


' were overcome in time, and very few complaints of red tape have 


been heard for the past eighteen months. Nevertheless this 
apparent calm has masked many individual stories of hardship 
and uncertainty. Acceptance for training has usually necessitated 
a long wait, which has been fitted in by whatever temporary job 
the applicant could find ; this period of waiting is now to be pro- 
longed another six to twelve months. Disappointment will be 
— and many men will now give up the whole attempt in 
pair. 

The reason for the change in plans is the shortage of women 
teachers, for whom a big recruiting campaign is starting. Men’s 
emergency training colleges are to be turned over to training 
women teachers, mainly for the infant and junior classes where 
they are urgently needed. But the shortage was seen to be coming 
a year or more ago. Indeed, the divergent trends in the birth rate 
and in the supply of women volunteering for should 
have been visible to the Ministry of Education by the end of 
1946. Why has action been so belated ? 


* * * 


War Pensions 


There were two 
last week on the pensions paid to those disabled by war service. 
The first was whether the amount of the pension was adequate. 
The second was whether war pensions should be brought into 
line with disability pensions paid under the new industrial injuries 
scheme, 


ints at issue in the adjournment debate | 


101 


On the first point, it was argued that the rise in the cost of 
living and in wages justified an increase in the basic pension 
of 45s. a week for a war pensioner whose disability is assessed 
at 100 per cent. The argument is logical. On the other hand, it 
is always dangerous to claim that pensions, whose chief virtue 
is that they are a certain, regular source of income, should be 
related to something so fluctuating as the cost of living or wages. 
Rightly or wrongly, the Royal Warrant lays down that the basis 
of a pension is not, compensation for loss of earnings, but com- 
pensation for disability—the ‘comparison, that is, is not between 
what a man formerly earned and what he can earn after his 
disability, but between a normal fit person and a person suffering 
from a varying degree of disability. Only a minority of war 
pensioners are solely dependent on their pensions. Replying to 
the debate, Mr Marquand, the new Minister of Pensions, said 
that over 80 per cent of all war pensioners are at work, and that 
of those whose disability is assessed at 100 per cent—about 50,000 
—40 per cent are at work. The very factor—inflation—that 
reduces the value of the war pension makes it much easier for 
pensioners to find employment. Since the total sum which the 
state can find for war pensions must have a limit somewhere, it 
is surely better to do what Mr Marquand claimed his Ministry 
was doing—concentrate on improving the position of those who 
are so severely disabled as to be unemployable. Any additional 
money which the state votes for war pensions would be better 
spent on increasing the unemployability and constant attendance 
allowances than on a general increase in the basic pension. 

The second point was left in the air. The industria] injuries 
scheme is already very much in line with the war pensions scheme 
since it is based on it in almost every respect. But the miners 
now have a supplementary insurance scheme for their disabied 
which will give them £1 a week more than disabled soldiers, and 
Mr Marquand promised to consider how this will react on war 
pensions. if, however, war pensions are assimilated with indus- 
trial injury payments, it will put an end to any hope that industrial 
injuries can ever be brought within the main national insurance 
scheme. The right course would be to leave war pensions alone, 
as deserving more generous treatment, and to try to bring— 
somehow, sometime—the two insurance schemes into line. 


* * = 


Dutch Elections and Indonesia 


In changing the distribution of seats so little, the Dutch 
elections have not made the outcome of the constitutional dispute 
any easier to settle. The results show the government coalition, 
of Catholic People’s Party with 32 seats and Labour with 27, 
holding 59 seats out of 100, instead of 61 as in the previous 
parliament. The losers are Labour. The only other party to 
lose seats were the Communists, who dropped from 10 tc 8; if 
Amsterdam is excluded, this represents a voting drop of 30 per 
cent, It was largely due to a loss of Communist following in 
the trades unions. In so far as any broad deduction can be drawn, 
the elections thus show a very slight shift to the Right. 

e€ main issue behind the elections was Indonesia, and the 
need to alter its constitutional position in view of the existing and 
proposed status of the Indonesian Republic. The Beel cabinet’s 
intention has been to construct a new constitutional framework 
into which the United States of Indonesia of the Linggadijati 
Agreement may be fitted when it is formed. To do this a con- 
stitutional bill was passed by a simple majority in the old parlia- 
ment. Now, after elections have been held, a two-thirds majority 
is required in the new parliament to make it effective. That, 
however, means 67 government votes, when only §9 are certain. 
Consequently interest centres on whether the government will 
broaden its basis to carry this through. The difficulty is the slight 
gain by the Right-wing opposition parties, who, of course, oppose 
the Government’s Indonesian policy, coupled with the known 
intransigence of Labour. 

With the Brussels Pact likely to be much in the public eye 
in the next few weeks, it is worth remembering that the elections 
have stirred up some of the anti-British feeling which the subject 
of Indonesia always raises. This take two forms: memories of 
the six weeks’ delay in re-occupying Java and Sumatra after the 
Japanese withdrawal in 1945, for which the British were blamed, 
and resentment at the embargo on arms for the Dutch forces in 
Indonesia imposed by London last year. However, the irritation 


. caused by this regrettable thorn in the side of Western Unicn is 
now pattly soothed by stories in the Dutch press of British diffi- 
culties in Malaya. The Dutch are wondering what difference 
there is between police action against Indonesians and Spitfires 
strafing Chinese in the Malayan jungle. 
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Letters to 


Science and Planning 


Sir,—On page 6 of The Economist for July 3rd your corre- 
spondent writes of the doctrines that “ pure” science is worthless, 
that science does not exist for its own sake, and that all scientific 
research should be organised according to a master plan. It is 
then stated that the spread of these doctrines throughout the 
thirties may be traced in the Reports of the British Association. 


Lest this may be construed by your readers as meaning that 
the British Association supports and advocates such doctrines I 
should be glad if you would publish a disclaimer. The British 
Association provides an open platform for the discussion of 
science, and views of the kind mentioned may have been reported 
in the proceedings of the Association ; but the Association does 
not accept responsibility for the views expressed by individual 
members at its meetings and the policy of the Association is not 
based on the doctrines referred to by your correspondent.—Yours 


faithfully, D. N. Lowe, Secretary, 
British Association for the 


Burlington House, W.1 Advancement of Science 


The World and the Dollar 


Sir,—Your articles are interesting not only for what they say 
but for what they leave out. Their argument seems to lead 
irresistibly to the position that if the United States wants to sell 
goods to Europe without lending the wherewithal to buy them, 
the dollar will have to be given a lower value in terms of 
European currencies (in other words, the goods will have to be 
cheaper). Yet this possible expedient is not even mentioned by 
your contributor. Mr Hawtrey, in recent letters to The Times, 
has put the case for raising the dollar value of the pound, and 
has dealt with some of the arguments against this course. 
Obviously there is material for discussion. One would like to 
know why, in a series of articles in The Economist purporting 
to deal with the dollar problem comprehensively, the case for 
raising dollar values of the pound and other currencies is not so 
much rejected as ignored.—Yours faithfully, Myra Curtis 

Newnham College, Cambridge 

[Mr Hawtrey’s arguments—so far as we understand them (which is 
not very far)—relate to the immediate position, m which dangers are 


From The Economist of 1848 
july 15, 1848 


Tue Tenant or Witprett Hatt. By Acron Bert. T. C. 

Newby, Mortimer Street, Cavendish Square 
Ir was said when “ Jane Eyre” appeared, that this charming 
novel was written by a lady ; we never believed, nor wished 
to believe it, for some of its peculiarities, which were called 
faults by many, and a little objectionable by most readers, 
but which were far outweighed by the interest of the story, 
and overlooked if supposed to issue from the pen of a man, 
would have been odious in the writings of a woman. Some 
months later, a second novel, by a “ Bell,” though with a 
different prenom, “Wuthering Heights,” was currently 
attributed to the author of “ 


Eyre”; and now we have 
A Lp of bron ” by find = eet and 
seem to to one ee uthering 
Heights” certainly possessed all the faults of “ Jane Eyre, 
but im a more aggravated form, and had none of its beautiful 
freshness. It was sometimes striking and certainly never 
commonplace, but it was . The plot of “The 
Tenant of Wildfell Hall,” like the char 


; f acters, come nearer 
“ Wuthering. Heights” than “Jane Eyre.” It might be all 
true, yet it is not the less objectionable. Wilful, unthinking 
young ladies, who love and marry : 

m despite of the advice of their fri 

i to worse than doubtful 
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the Editor 


to be apprehended from inflation in the United States. Our a 
were concerned, as they frequently stated, with the longer-term progpey 
after the Marshall Plan is over. We considered the effect of a loweping | 
of the dollar value of sterling and other currencies, but it ge 
occurred to us to consider an imcrease. If the long-term prob 
that, in a relatively free market, the United States will always tend 
sell more to the rest of the world than it buys from the rest of te 
world, how could a fall in the dollar—which would make the wom 
want to buy still more from America and enable it to sell still ege: 
conceivably do anything but maxe the problem worse?—Epitor}] | 
ae 4 
ie 
Sir,—Your timely article on the necessity for putting acrogg 
the Americans the need for a measure of European discriminai 
might have also made the following point. Such discriminat 
was made inevitable the moment the Bretton Woods agreem 
was signed, for the only way multilateral, non-discriminating tr 
could in the present circumstances be carried on in the w 
desired across the Atlantic would be within a system of tee 
fluctuating international exchange rates. Such a system, agreed 
by the Americans as much as anyone to be impractical and up 
desirable, is nevertheless a logical complement to their economs 
ideal and would, through a general fall of European currealll 
in the face of the dollar, render US export prices so high to 
European buyers as to cut foreign purchases of American products 
far more effectively than the degree of discrimination now i 
pending.—Yours faithfully, A. JoHN WHITesmE 
Rickmansworth a 






Sik,—Your article “ The Need to Discriminate” in the issu 
of July ioth concludes that Europe “ must . . . do painfully by 
. . » discriminating what could once be left to unfettered fae 
trade,” on the grounds that “ dollar shortage plus non-discrimim- 
tion means @ throttling of world trade.” sed 

Discrimination in accordance with internationally agreed mules 
may, as you suggest, be the proper remedy. You appear to suggest 
that it is the only conceivable solution, that the solution cannet 
nowadays “be left to unfettered free made.” The solution = 
would be produced in circumstances of. unfettered free ¢, 
including either free exchange rates or suitably fixed exchange 
rates, is an appreciation of the dollar relatively to other currencits 
sufficient to allow “ Western Europe’s trade with other parts af 
the world . . . to go ahead more rapidly than its trade with 
America can do.” us 

Such an appreciation might not in all conceivable circum stants 
achieve this result, nor might it be necessarily desirable. It 
‘well, however, to recognise that the advocates of non-discrimil 
tion are not all quite so obtuse as an innocent reader of yout 
article would suppose.—Yours faithfully, : 
F. J. ATKINSON - 
Jesus College, Oxford od 
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Incentives for Housewives 


Sir,—There is at the moment in Great Britain and North 
Ireland less than 2 per cent of unemployment, principally ¢ 
centrated in a few pools; but in an active industrial area § 
as Birmingham and the Black Country the numbers registered as 
unemployed are down to 6,000 or so out of a total insured popul 
tion of 850,000. The money paid for a five-day week comfortably 
exceeds the sum required to buy the accustomed physical and 
conventional necessities of life, and overtime is (or was) penalised 
by the high rate at which tax is levied on additional earnings 
The wage earner has a secure job, plenty of money, and certai 
sufficient after covering his artificially lowered cost of living 
provide him with all his simple pleasures—smokes, beer, a flutftt | 
on the dogs and Saturday mornings free to follow (in a coach) Mit 
fortunes of the team he fancies to their out-of-town engagements 
_ The root of the problem of the incentive to work may lie ast 
in this: that the ordinary Briton’s pleasures are all too simple am 
all too easily satisfied. In this he is singularly unlike his ) 
American opposite, who is driven to work by an infinity 
insatiable expensive desires—with consequences to the gf 
national product of the United States which all the world 5 
see oe admire. “ 

circumstances could certainly be improved harder 
longer work on the part of paterfamilias. But, in ht as he 
not and will not so do, shortages continue. and it is 
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housewife that the burden of dealing with them principally falls. 
It would not, indeed, be more than a pardonable exaggeration 
to say that the five-day week is being made possible by the willing- 
ness of our women to forgo those improvements in the material 
standard of life which could be bought at the cost of additional 
effort by their menfolk and to add queues, mending and making- 
do to their prolonged and unpaid labours in the home at a time 
when men are working shorter hours and earning more money 
than ever before. 

Sir, we must look to the wives. The usual English kitchen, 
relegated as a rule to the back premises, is badly planned, often 
ill-lit and lacking in almost every convenience. The 
conditions under which a housewife works offend every principle 
of industrial welfare and motion study. Our domestic offices 
remain one of the last strongholds of unassisted and inefficiently 
applied handwork, an unenyiable distinction which they share 
with the older coal pits. Can we not persuade housewives to 
demand, not necessarily payment for their services (though this 
would help), but a little thought for the layout of their kitchens, 
a lick of paint and a reasdnable provision of mechanical equip- 
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ment to lighten the never-ending tasks of housework? The 
machinery at his disposal falls far short of the ds set by 
North American industry—but his wife can with even more justice 
make exactly the same point about her kitchen! 

If the English wife could be induced to insist upon the quantity 
and quality of mechanical aids which are in common use in North 
America, her husband’s demand for income would soon rise: His 
incentive to work and earn would be correspondingly strengthened 
and our problem rapidly resolved. Of course, Sir, a demand from 
the housewife for more machinery as a preliminary no doubt to 
a claim for shorter hours and improved conditions of domestic 
work will be resisted by reactionary husbands exactly as their own 
demands in the past were resisted by hard-bitten and unsym- 
pathetic employers. Women may have to resort to direct action 
to coerce the recalcitrant male. But there need not necessarily be 
a strike. Lysistrata deployed forces vastly more formidable!— 
Yours faithfully, 

GriBert WALKER 

University of Birmingham 


THE WORLD OVERSEAS 





Food From Fastétii Europe—I 


(From a Special Correspondent) 


# Bos suspicion is spreading that estimates of the contribution 
in food that may be made by Eastern Europe to the economic 
recovery of thee West have been too hopeful. It has become 
important to consider whether the former pattern of trade in 
Europe will or can be restored to any large extent. Even before 
the war, the European economy, taken by itself, was in dis- 
equilibrium. Its industrial prodyiction was too great, and its 
agricultural production too small, and it was necessary to call 
in the New World to redress the balance of the Old Had it not 
been for the peasants of Eastern Europe this disequilibrium 
would have been greater still, for it was from East Prussia, Poland, 
Hungary and the Balkans that Western Europe drew a large part 
of its food, and to these countries it sent a large part of its 
industrial products. Alone among Eastern European countries 
Czechoslovakia could lay some claim to being regarded as 
industrial ; but even here imports of food and beverages amounted 
to 1,206 million crowns in 1937, while exports of food and 
beverages totalled 978 million crowns. : 
Taking the other countries singly: Poland imported virtually 
no food in 1936, but exported 392 million zlotys’ worth out of a 
total of nearly 1,200. million zlotys ; Hungary’s agricultural pro- 
duction, valued in 1938 at over 10,000 million forints, was sufficient 
to supply all the needs of the country, and make up about 35 per 
cent of the country’s exports ; Rumania in 1937 exported nearly 
9,000,000 tons of agricultural products more than she imported ; 
Bulgaria had agricultural exports in 1937 valued at 4.728 
million leva compared with imports of 36 million leva ; while in 
Jugoslavia the average annual agricultural exports, between 1933 
and 1937 were 61 per cent of total exports, agricultural imports 
for the same period averaging only 5.2 per cent of the total 


imports. 

A further producing area of importance was the area east of the 
Oder-Neisse line. This district was able to send 1 to r} million 
tons of flour equivalents to the Western Zones of Germany, in 
addition to meeting all its own requirements. 

supplies that came westward from these sources have now 
either been cut off altogether or drastically curtailed. ‘The causes 
of this fall under two headings—physical and political. ~The 
former, broadly speaking, are non-recurrent. In particular they 
are the unfavourable we -of the last three years, the movement 
of populations ‘caused by the war, and the destruction of live- 
stock, machinery and. buildings which took p'ace during the 
German retreat.” The political Seti more enduring, and arise 
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made for their agriculture, plans that have certain objectives 
‘n common even if their methods differ. " 





Poland in common with the other eastern European countries 
has a published economic plan ; but, so far as agriculture is con- 
cerned, its economy is the nearest approach to nineteenth. century, 
laissei -faire that one is likely ro find in Europe. The Polish farmer 
is free to grow any crops that he likes and to dispose of them in 
whatever way seems to him most profitable—although some of this 
freedom is more apparent than real owing to the virtual monopoly 
in some spheres of the co-operative marketing organisation. For 
certain crops such as flax and sugar beet, he may make 
contracts with local factories; but no compulsion is placed 
on him to make these contracts; he is guided - entirely 
by whether he thinks the price offered is sufficiently attrac- 
tive. Last year, for instance, insufficient flax was grown to 
meet the state’s requirements ; but, instead of fixing a flax quota 
for every district or farm—as those used to Western democratic 
procedure might have expected—the only step taken by the Polish 
Government was to increase the contract price of flax four-fold, 
with highly satisfactory results. ~ : 

In spite of this lack of control there is a direction in which 
the Polish Government wishes to guide agricultural production, 
and that 1s towards the increased cultivation of industrial crops 
and livestock products. The low wages prevailing make it im- 
possible for the industrial worker to pay the high prices needed 
to encourage the farmer to enlarge his head of livestock. But 
the demand is supplied by the Government, which is a willing 
buyer for the export market, at prices sufficiently high to give 
the farmer the incentive he requires. The Government is thus 
in effect competing with its own workers for agricultural produce, 
and because it has the power to keep wages low ‘it is able to 
outbid the worker. So the farmer finds ir more profitable to 
process his grain into bacon and eggs for export to land than 
to sell it in its natural state to the miller. How far the Govern- 
ment has succeeded by these means in encouraging the produc- 
tion of livestock at the expense of grains for direct human con- 
sumption can be seen by the fact that Poland has undertaken to 
export to Britain 14,000 tons of bacon; 250,000 boxes of eggs and 
3,000 tons of pouitry in the twelve months covered by the latest 
trade agreement. In point of fact, rather t00 much ‘grain was 
used for animal feeding; and it was found necessary to import 
600,000 tons of grain from Russia in order to meet Poland’s bread 
requirements. 

Poland is going ahead fast with its agricultural expansion, and 
the retarding effect.of land .sceform is being minimised.by the 
Government’s policy of retainmg as state farms a large proportion 
of the estates acquired from dispossessed owners. The former 
German territories are also being resettled, partly with families 
from Central Poland, and partly with refugees from the East. All 
of the most fertile land is already cultivated, and ina few years 
not only will every field be ploughed, but yield per acre will rise 
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asthe new farmers become accustomed to the. soil. Although 
Western Europe is likely to benefit from this increased production, 
it is already clear that most of Poland’s food exports will be 
expensive processed products with litte, if any, grain. 

(To be continued) 


What is Wrong with Malaya? 


[FROM A CORRESPONDENT IN SINGAPORE] 


THAT insurgents are causing immense trouble as well as damage 
and loss of life is netorious. Why they have been able to attain 
such a high nuisance value is a question of even greater import- 
ance. At the moment these insurgents—they should be called 
insurgents, for though they ‘include professional gangsters they 
are more than a collection of bandits—number less than ten 
thousand, of whom perhaps less than half are armed. Their head- 
quarters and habitation are in the jungle. Malaya is a ridge of 
land with a high backbone under dense tropical jungle. The lower 
ribs, cleared and fertile along the coastal plains, preduce all the 
great dollar-getting wealth. In this backbone, travel is. difficult 
but it is easy for lightly armed men toestablish their camp and 
to strike widely where they will. To extitpate such men 
requires determination and continued effort. The insurgents have 
mobilised and are calling in Communist sympathisers, gangsters, 
survivors of the old Malayan Anti-Japanese People’s Army, 
guerillas from the war and discontented men who are bored 
with civil life, and join up-as to the cave of Adullam. The 
ordinary Malayan wants to know why what has been done against 
them is so little and so late. They can be dealt with by a planned 
effort of the Civilian Government and the Services. Their num- 
bers are small and they dwell uneasily in tropical rain-forest. 
Serious though their activities are, they have not materially 
lowered production, and the local stock market shows no symp- 
toms of alarm. The chief mistake will be to underrate them. 
They must be suppressed now, so that periodic recurrence of 
like insurgence will not be possible. 


Government Without Ideas 


That they were allowed to exist and expand is due to adminis- 
trative failure. The administration is over-strained, over-loaded, 
and over-confident. A civilisation depends on a creative minority 
leading uncreative masses. The uncreative masses accept and 
follow the leadership. When the leadership fails, when the piper 
has lost his magic and can no longer conjure the feet of the 
multitude to follow in joyful dance, he is apt to convert himself 
into a drill sergeant.or into a slave-driver, and to coerce by 
force the multitude that no longer responds to his ald magnetic 
charm. In Malaya a creative minority of Europeans, Malays, 
Chinese and Indians in little more than two generations turned 
Malaya from a wilderness into a land of peace and plenty. The 
inspiration of the. creative minority grew dim, and from being 
a creative minority it became a dominant minority which main- 
tained by force a position that it had ceased to merit. 

The liberation of Malaya saw a rapturous welcome to the re- 
turning Government but there were significant areas where bands 
of guerillas prociaimed a small republic. The incoming Govern- 
ment had few ideas and those it had were as unimaginative as red 
tape could make them. A. pullulation of departments and files 
of officials caring nothing for the colourful sarong and baju of the 
country, clothed it in the utility garments of ready-made and 
mass-produced policies. 

The policies had to be sold. They were not attractive, and large 
central offices worked overtime to pass the necessary leg'slation. 
The laws were duly enacted but the planter and the miner and 
the peasant and the trader were forgotten. The laws existed but 
no: staff executed them, Administration bogged down and was 
regarded as of little authority. Land settlement fell into appalling 
arrears ; prices soared «while price-control officials submitted 
reports ; tuberculosis increased alarmingly while a housing and 
hospital programme scarcely emerged from the blue-print stage ; 


The policies were sound enough but they were as unattracti 
as unleavened bread.’ They will eventually be adopted but at the 
moment they have to be ‘imposed from above and have struck 


~ Need for a New Raffles’ 


The. situation. in Malaya will deteriorate and it is necessary 
for. prolonged and concerted action: to. be taken casluin, tea eae. 
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gents. It will deteriorate still more unless a wise and far-s 
administrator like Raffles can be found who will restore ¢ 
dence by a policy easily recognisable as just, firm, intelligible g 
farsighted. x 

Even in Singapore, where administration in a-compacter. any 
has kept closer contact with realities, the housing situation, 
appalling. The Singapore Annual Report states that most of fie 
poorer classes live within one thousand acres in the city. In sop 
blocks the density of the population is oyer one thousand pergm 
per acre. Those who cannot share rooms live underneath sta. 
ways or in cubicles without direct contact with the open air. The 
dirt and stench are appalling... . “A goodly apple rotten ® | 
the core.” cna 

Action is being taken. Funds subscribed to the Pri 
Elizabeth Wedding Fund were devoted to house-building, bui 
drive to build must acquire a dynamic even greater than 4 
anti-insurgent drive, The insurgents are mobilised and mop 
and their terrorism will increase. It must be conquered by’ 
but it can be countered only by the efficient administratio 
social reform. Malaya has taken on far too many liabilities’ 
suffers from acute indigestion. Reforms must be translated 
Secretariat plans to practical execution. 


Rivalries in Macedonia 4 
[BY A CORRESPONDENT] ms 


EVEN before the outbreak of the Tito-Cominform quarrel sevenl 
articles in the Jugoslav press and speeches by prominent Jugoslay 
Macedonian politicians (Vice-President Vlahov and Macedonian | 
Premier Kulishevsky) attacking the Government of Bulgaria, 
shown that relations between the Republics of Tito and Dimit 
were still not free from all friction, and that Macedonia, for 
long the most coveted of all Balkan apples of discord, had not Je 
lost its power to confuse and to embroil. ee 
“ Macedonia” has had different meanings in different peti 
of history, but can be most conveniently described as: the censal 
part of the European territory still left to the Ottoman Empire 
by the 1878 Congress of Berlin. Its approximate boundane 
are shown on the attached map, and its centre is the valley d 
the Vardar. Its ethnical composition is so confused as to givt 
French cooks a word for fruit salads. The territorial ‘settle 
ments of 1913, 1918 and 1944 have confirmed its division betwet 
the three Balkan neighbour states. The three divisions are some 
times known as “ Vardar” (Jugoslav), “ Pirin” Bulgwianae 






“ Aegean ” (Greek). 


Three main conflicts have existed within Macedonia dtifin 
the present century—Christian against Moslem, Slav agaifl 
Greek, and Slav against Slav. The first was greatly reduced byt 
expulsion of the Turks in 1912, but survives to some extent inf 
distrust of the Slavs and Greeks towards the Albanian minomily. | 
The bitter attack by the Albanian Government on Tito is 9600 
proof of this. The second conflict is as strong as ever, and ii 
been made the more dangerous by the fact that the frontiers’ 
Jugoslavia and Bulgaria with Greece are also the southern Tait 


frontiers of Soviet Europe. The third is more complicate 
requires analysis. , 


The Macedonian Slavs speak various dialects which differ free 
both Bulgarian and Serbian but are much nearer to the fommét 
than to the latter. For the last forty years there haye been thi 
nationalist tendencies among them—Greater Bulgarian, Gre 
Serb, and Macedonian Autonomist, Under Serbia (1912-19 
and Jugoslavia (1918-1941) bureaucrats, merchants and. schook 
teachers sent from Belgrade exploited Macedonia as a Serbia 
colony and called its people “ South Serbs.” Those who objected 
received short shrift. Under Bulgaria (1915-1918 and 1941-40 
a similar policy was pursued, with no less brutal methods, 
with rather more local support, by the emissaries of Sofia. Al 
thirty years of such treatment, there was.a genuine desire am 
Macedonians not to. be a colony of either country,, but 10 
themselves. The movement for “ Macedonian nationality ”, 
a genuine local tradition going back to the. popular revc 
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uncertain, but thete is‘no doubt that it was wéll received by the 
Macedonians, that it released a great deal of pent-up Macedonian 
nationalist energy, and that this caused embarrassment to ‘the 
Belgrade government. For the Macedonian ‘leaders in to Cast 
hungry ¢yes not only towards Greece but also to “Pirin Mace- 
donia,” which since 1913 has “ groaned under the Bulgarian yoke.” 
In Belgrade, good relations with Sofia have a high priority, but in 
Skoplje (capital-of Jugoslavia’s “ Macedonian People’s Republic ”) 
the “ unity of Macedonia ” comes before all else. 


eseees Approximote limits of 
Macedonian Nationalist claims’ 





ET A A AS LL AC Ree mer rmweeNER 

At first, Belgrade discouraged Macedonian enthusiasn. The 
first President of the “ Macedonian People’s Assembly,” Antonov- 
Chento, was accused of intriguing with Vanche M‘hailov, a former 
tool of Fascist Italy and organiser of the assassination in 1934 of 
King Alexander of Jugoslavia. It was suggested that Mihailov, 
who disappeared at the end of the war, is now being groomed for 
the role of Macedonian quisling of the Western Imper.alist Powers. 
But Belgrade cannot afford to antagonise the Macedonians, whose 
help is essential in the plans for the disruption or invasion of 
Greece. In the new cutbreak of polemics berween Skoplije and 
Sofia, Belgrade were therefore silent. Skoplje’s accusation against 
Dimitrov’s government was that it is tolerating the activity of 
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*“ ant*popular” elements who hope, with the aid of ‘the same 
versatile Western Imperialists, to reincorporate “Vardar Mace- 
donia” in Bulgaria, and are meanwhile oppressing’ the '“ Pirin 
Macedonians,” forcing them to call themselves Bulgarians. 

This quarrel would in any case have been an obstacle’ to imme- 
diate realisation of a Jugoslav-Bulgarian Federation; which 
Dimitrov (in an interview. in Warsaw. to the United Press on 
June 2nd) has repeated as his aim. Until recently, one. would 
have expected that disputes of this kind would be overcome 
within the framework of the Cominform—w:th such kind advice 
and pressure from Moscow #s may be needed. Besides, Jugoslav- 
Bulgarian unity was never more than a step towards the greater 
goal of a Balkan Federation, to include a “ democratic Greece” 
under Mr Zahariades and General Markos: Care will have to 
be taken not to offend the patriotic feelings of those Greeks 
whom it is still hoped to win over to the “ New Popular Demo- 
cracy.” The incorporation of all Greece, with Crete and the 
islands, in the Soviet bloc is a great prize, for which the Comin- 
form will be prepared to make sacrifices and to wait. Until it 
is secured, quarrels between Slavs about Macedonia will not be 
allowed to go far. 

The Cominform’s denunciation of Tito makes these issues more 
real than ever. The discrediting of Jugoslav nationalism in 
Moscow’s eyes may help the Communist cause in Greece. It 
is understandable that Markos has lined up with the Cominform, 
though that may cost him valuable help from Belgrade. On the 
other hand, the wriggling of the Bulgarian Communist Party is 
explained by unwillingness to quarrel with Belgrade and oppor- 
tunity to gain suppert at home by resisting Jugoslav territorial 
claims. In any case, the gainer from all these quarrels can only 
be the Greek Government. 


Spain and Marshall Aid 


[BY A SPANISH CORRESPONDENT] 


At least for the time being, Spain has been left out of the 
European Recovery Programme. Yet no other Western country 
in Europe needs help more. Spanish recovery is not only stag- 
nating, but even the present low standard of living of the Spanish 
people is threatened. Agricultural production in 1947 was lower 








THIS ENGLAND... . 


HE Sport of Kings it used to be 
called: it is still the King of Sports 
to millions of Englishmen who may never 
see a Race Meeting. Form can be studied 
ftom an armchair, and a pin is frequently 
an excellent guide to success At all 
moments of tension — as you train your 
glasses over the track or hang anxiously 
over the radio Balkan Sobranie is tecom- 
mended. In pipe or cigarette it has just 
that steadying touch to soften defeat-or 
match a victory, and its aroma is as 
enjoyable. for the onlooker as for the 
smoker himself. 
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than in 1946, except for wine and olive oil. Industrial output 
was barely above that of the previous year, the official index 
for 1947 showing 134.1 (1940—100) against 133.2 for 1946. And 
the balance of overseas payments has not recovered from the 
drop in exports, which took place when Spanish raw materials 
were no longer needed for military purposes after the war. 


A new developmen: since the autumn of 1947 has been the 
monetary policy of the Bank of Spain. Credit has been restricted 
by increasing the bank rate, establishing minimum reserves of 
government securities against bank deposits, and penalising all 
forms of private credit. One result of this has been to put an 
end to the boom on the stock exchange, which reached its peak 
‘in April. Since then the value of industrial shares has been 
reduced by nearly half, and dearer money has compelled many 
firms, lacking funds for development, to issue debentures at 4} 
per cent and more. 


This rise in the interest rate has been accompanied by a general 
expectation that prices would fall, which has in turn led to 
diminished activity in certain industries. Patches of unemploy- 
ment are already beginning to appear. At the same time the main 
danger still probably lies ahead. On the one hand, the govern- 
ment has raised the controlled maximum prices of coal, iron ore, 
cement, pig iron, steel and railway rates. And, on the other, it 
has done nothing to revise its financial] policy in the realm of 
public expenditure. Nor has any attention yet been paid to the 
national wages policy, which is in need of a thorough overhaul. 
All this means that the main springs of inflation have been left 
active, and the only result so far has been that the state has 
benefited at the expense of the nation’s gehera] economy. 


In view of its difficulties, the government received with joy, 
not unmingled with surprise, the vote of the United States House 
of Representatives, at. the end of March, proposing to include 
Spain in Marshall aid. The hopes which this vote raised were 
as quickly dispelled when President Truman had it reversed, 
But the reaction of some critics of the regime was to share the 
government’s disappointment, though for different reasons. They 
had hoped that outside financial help and economic co-operation 
with western Europe might have permitted Madrid to relax. An 
air of liberty might have filtered across the frontiers, even if only 
in small quantities, 


Argentina to the Rescue 


When Marshall aid was refused, Franco hastened to conclude 
a new Trade Agreement with the Argentine as a substitute. 
Known as the Franco-Peron Protocol, this contained littl new 
in the way of Spanish imports from Argentina, except the tact 
that they were ensured on credit for another four years. The 
Protocol, however, did contain a novelty on the Spanish side, the 
leasing of a free zome in Cadiz and the granting of similar 
facilities in Barcelona and other ports. Further, the currency pro- 
ceeds of Spanish imports from Argentina were to be invested in 
Spanish firms, either already existing or to be formed. The 
criticism of the Protocol is that it is net easy to see how exports 
of railway rolling stock, and other capital equipment, are to take 
place without seriously detracting from the greatly needed recon- 
struction at home. Wheat and meat cannot replace coal and iron 
in building up a higher output from heavy industry. 

The precess of Open inflation and the difficulty of balancing 
overseas payments have long been recognised both in Spain and 
abroad. But it is only recently that the even more fundamental 
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problem of the obsolescence of capital equipment has. beer, 
its full due. Accidents and delays on the railways have now yer) 
to draw increasing attention to it. In other deteriogs, 
tion of quality and higher rea) costs have been masked by 
tion, and by the relative isolation of the Spanish economy, 
Spanish needs, that have to be covered in the main with f¢ 
help, are those of agriculture and the key industries ; here ij 
ment ever since the civil war has been less than necessary even 
meet replacement requirements. Fertilisers, draught cae 
tractors, coal and scrap iron are by common consent the mog 
urgently needed imports. The lack of fertilisers—mainly nith. 
genous—and of agricultural machinery have played an importag 
part in reducing crops since 1939. In contrast, the population hy 
increased during that time by ten per cent. The resuit ts thy 
to recover the level of pre-civil war days would only be a fig 
step. Yet, so long as the safety valve of emigration remaig 
practically closed, as it is at present, the shortages are bound 
remain until major changes are effected in the technique ¢ 
Spanish agriculture. = 


Worn-out Equipment 


Increased imports of coal and scrap iron would enable heay 
industry to work at full capacity, doubling, that is, the presen 
meagre output of something less than 600,000 tons of steel. A 
present, the supplies of coal to be obtained by Spain, under 
Agreements made recently with the British and the French, w 
help the railways but will not make much difference to the met 
lurgical industry. But even smal] increases in supplies of ‘sted 
to the Spanish engineering industry may make a considerabl 
difference in replacing worn out and obsolete equipment. 
priority requirements are the completion of hydro-electric 
stations, and of plants built since the civil war to produce nitre 
fertilisers and artificial fibres. 


It is evident that Spanish import needs can only be 4 
means of loans from foreign countries. In this connection a gr 
deal is said about private credits to Spain ; but it is most d 
whether any loans of this sort could be large enough to affect th 
issue. What is needed is foreign help on the scale of Marshall 
aid. At the same time foreign loans without some overhaul @ 
internal economic policy would probably be wasted. The points 
which receive attention in public utterances are a reduction @ 
military expenditure, economies in the public administration= 
including the autonomous. public bodies which have been a 
feature of the regime’s economic policy—and revision of 1 
amount of investment started by the National Institute of Indust 
And a new wages policy is required, first, to stabilise the cost 
living, and second, to re-establish the incentive to work. | = 

The thunders that have been. committed in the condugt a 
economic affairs are perhaps inseparable from any strongly com 
trolled economy in which there is no free discussion, ve 
the label one may put on the present political system, “The 
absence of unified purpose and of logical consistency in nC 
policy are not the least peculiar features of the Spanish situatk 
The recognition of such errors goes back a long way, but’ 
recently has it had much publicity. x 

What needs special attention is. the fundamental problem of th 
high costs of production in Spain, which cripple exports and 
reduce the standard of living. So long as this is not tackled, th 
Spanish economy cannot be adjusted to fit within the framework 
of any economic region, whether Western. Union or anything els 
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A MERICAN merchandise imports reached a record level in 

the first quarter of 1948, exceeding the last three months 
of 1947 by 16 per cent, In April they dipped sharply, to a 
figure 21 per cent under the March peak, following an earlier, 
and smaller, drop in the index of domestic industrial produc- 
tion, In May imports righted themselves*again and turned 
slightly up. Through all these undulations, however, and 
through the twelve months which preceded them, the volume 
of American purchases from abroad was still much less than 
might have been expected from the prewar relationship between 
imports and industrial production, It has been estimated, for 
example, that if 1935-1939 patterns had been restored, imports 
in 1947 would have reached $10 billion, instead of the actual 
$5.7 billion. And yet agreement is general that in the long run 
the economic health of the world demands an increase in 
American imports far greater even than that indicated by pre- 
war standards. The European Recovery Programme assumed 
that in the first year imports from the participating countries 
would increase by 40 per cent over 1947 ; the rise im the first 
quarter was approximately 30 per cent. 

Exports for the first quarter were 5 per cent below the 
fourth quarter of last year and 16 per cent below the postwar 
high reached in the second quarter of 1947; they declined 
again in April and May after a temporary jog upward in March. 
At an annual rate of $13.2 billion in the first quarter, however, 
they were still far in excess of any peacetime year prior to 
1947 and, in relation to the flow of imports, they were excessive 
by prewar standards. In this perspective, if imports are high, 
exports are still higher. Nevertheless, because of the difference 
in direction of change for the two, the gap for the first quarter 
narrowed to an annual rate of $6 billion, in contrast to the 
rate of $10 billion which was reached during the second 
quarter of 1947. The gap was somewhat wider again in April 
and May, since imports fell more than exports during those 
months. 

x 


Thus progress toward a more normal and salutary balance 
is made by taking two steps forward and one backward. Per- 
haps one-third of the first quarter rise in the value of imports 
was accounted for by am increase in prices. The remainder 
can be explained by a variety of factors. The high level of 
American business activity has been important, and the recent 
reinforcement of the inflationary boom should help to maintain 
Or increase imports over the next year. Some of the current 
increase is explained by the pressure on foreign suppliers to 
sell, and their..greater ability to do so as their productive 
machinery creaks slowly into operation. But the import totals 
are still restricted by European inability to produce. Prewar 
Europe provided about 30 per cent of American commodity 
purchases from overseas ; in 1947 the figure was only 15 per 
cent, and the first quarter of 1948 showed no improvement. 
The tariff concessions made in January have as yet produced 
little effect except, perhaps, in the case of wool imports. The 
inability of foreign countries to export is infinitely more 
important in. an era when domestic demand approaches 
insatiability for many items. This condition and the January 
reductions mean that the extension of the Reciprocal Trade 

reemehts Act’ with modifications and for one year only, 
should have no immediate effects for good or for evil, especially 

The chief factor in. the decline of exports hasbeen the 
exhaustion of foreign gold and dollar reserves which financed 
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AMERICAN SURVEY. 





Foreign Trade in Transition 
(From Our US Editorial Staff) 


23 per cent of American exports of goods and services in 1947, 
but only 8 per cent in the first quarter of this year. The 
difference was made up, but only partially, by an expansion 
in the use of US Government loans and grants, including the 
last drawing on the British loan, interim aid, and increases in 
civilian supplies for occupied countries. Here again, the funda-’ 
mental problem is not a shortage of dollars, but of goods. The 
shortage of foreign means of payment is, the obverse side of 
America’s deficiency in imports. Both arise from the limita. 
tions, on productive capacity abroad. Nor are non-commodity 
items in the balance of payments likely to right the difficulty, 
For example, although American tourist expenditures in 1947 
were the highest in history, these were spent in nearby areas 
rather than in Europe, which had the greatest need for addi- 
tional means of payment. Furthermore, not all of the funds 
flowing to other countries were freely available for the most 
pressing needs. Funds available to foreigners in the first 
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** Recorded general merchandise imports. 
Sources ; Department of Commerce, Department of the Army, and Department of the Napy. 
Council of Economie Advisers, 


quarter appeared to exceed by a sizeable amount their actual 
payments to the United States on known merchandise, service 
and capital transactions. This discrepancy might possibly 
indicate a flight of capital ; in any case these unrecorded trans- 
actions are one further symptom of international financial dis- 
equilibrium. 

The commodity and geographical patterns of imports and 
exports reflect the distortions of the reconstruction period 
through which the world is now passing, as well as longer-run 
trends which are just becoming apparent. In imports, the 
effects of war are evident in the relatively small amounts of 
finished products coming from Europe. The high American 
paycheck as well as higher prices explain coffee imports more 
than six times as large as in 1940. The using up of natural 
resources during the war, together with the urge for the o 
road the convenience of oil heating, lie behind a more t 
five-fold expansion in the value of petroleum imports. Con- 
versely, the failure of rubber imports to expand in volume 
indicates difficulties ahead for the eastern rubber-producing 
areas as the result of the development of synthetics. Silk- 
producing areas alr know what this means. Associated 
with these shifts, there has been a marked increase in the pro- 
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portion of American imports coming from Central and South 
America, and from Australia and New Zealand. 

The distribution of exports has been affected by the efforts 
of European countries to husband their resources... The largest 
cuts in the first quarter were in such products as coal, dairy 
products, tobacco, paper, steel mill products, industrial chemi- 
cals and copper products. These are for the most part the 
commodities which are becoming more available in Europe, 
or are subject to import restrictions to conserve dollars. At 
the present time it is estimated that about 50 per cent of all 
exports, excluding those to Canada, will come under the 
European Recovery Programme, but the effects of the control 
which this will involve are not yet apparent. 

In short, the international accounts of the United States 
register clearly the confused state of a world which is in a 
transitional state, halfway between war and peace, a world where 
gold flows and government loans once again, as in the 1920s, 
provide a precarious and uncertain substitute for that balanced 
expansion of world trade which is a very distant goal. No one 
believes it possible—or even desirable—to reach such a goal 
immediately. ERP would be undermined, for example, if the 
participating countries forced exports to the United States at 
the expense of needed domestic rebuilding. But many believe 
there is still danger that the transitional state may become the 
permanent one and that the goal may be lost sight of on the 
way. Not the least of the dangers is the possibility that long- 
needed permanent tariff reform may be postponed indefinitely, 
using as an excuse the valid fact, but invalid argument, that this 
is not the worm at the core of the world’s present difficulties. 


Warren of California 


[FROM A CORRESPONDENT IN SAN FRANCISCO] 


By all signs, the popular enthusiasm for Governor Warren in 
his native State, far exceeding that felt for Mr Dewey, will 
ensure that California’s 25 votes in the electoral college—almost 
one-tenth of the 266 which the winning ticket will need—go 
to the Republicans in November. There has been no such 
swing to the Republicans since 1928, but California seems safe 
for Dewey and Warren, in spite of the fact that the State’s 
4,633,129 registered voters are nearly 60 per cent Democratic 
by formal affiliation. President Truman’s chances are esti- 
mated by the poll-takers today at less than 40 per cent of the 
State’s vote and Mr Henry Wallace’s at around 14 per cent. 
The remaining 46 per cent, given to the Dewey-Warren team, 
would be enough and to spare. ; 
With any other running-mate but Mr Warren, except possibly 
Mr Stassen, Mr Dewey’s ability to carry California against Mr 
Truman might have been doubtful, even with the Democrats 
weakened by Mr Wallace’s independent campaign. But 
Mr Warren is a powerful vote-getter. This is the first time he 
has run for national office, but he has never been defeated in 
California. In the opinion of local observers, his undisputed 
political mastery in his own State rests not so much on the 
exertions of his machine as on the force of his character, the 
progressiveness of his attitude and policy, the attraction of his 
personality, and the soundness of his sense of timing in political 
mancuvre, Governor Warren’s friendly smile has some of 
the warmth of Roosevelt’s, and his brain some of the cunning. 
President Truman, during his rather unenthusiastically 
received visit to California in June, remarked expansively at 
Sacramento: “Warren is really a good Democrat, only he 
doesn’t know it.” There is some truth in this. Were he 
younger, Mr Warren might well have entered politics on the 
side of Franklin D. Roosevelt and the New Deal. But he is 
now §7, and jit was almost 30 years ago that he 
made his choice of patty in what. must have seemed an 
irrevocably Republican America. He rose through various offices 
to become a wartime Governor of ornia in 1943. 
That was a time when Californians were inclined to feel that 
“their” war in the Pacific was being sidetracked in favour 
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of housing were enormous, Millions of working men poured 
into the State, with the result that today nearly one-third of 
the present tion of 10,000,000 has never known any 
governor of California except Mr Warren. It is significant that 
in 1946 he captured the votes of thousands of these newcomers, 
many of whom had migrated to California from the Democratic 
Southwest. In his campaign for re-election in 1946, Mr 
Warren sought the Democratic as well as the Republican nomi- 
nation and won both, for it is a peculiarity of Californian elec- 
toral procedure that candidates of one party can take part in 
the primary elections of the other. In this uncommon feat, 
Mr Warren secured more Democratic votes than his opponent, 
Mr Robert W. Kenny, the Attorney-General, and the State’s 
leading Democratic vote-getter. 


In the eyes of most Californians, Mr Warren will be the 


satellite who, because of his familiarity and gravitational pull, ° 


will eclipse the planet, represented by Mr Dewey. By all 
testimony, his contribution to the popularity of the Republican 
ticket throughout the country will be immense. Nor will he 
be ignored as Vice-President by Mr Dewey, as Mr Truman 
was by President Roosevelt. The conditions which he attached 
to his acceptance of the Vice-Presidential nomination may 
indeed turn out to have long-range constitutional importance, 
Mr Dewey’s promise that in his administration the Vice-Presi- 
dent will have specific executive responsibilities and Cabinet 
Status may put to rest pmonaty the canard that a man may 
accept nomination to Vice-Presidency safe in the certainty 
that his mother will never hear about it. 

As yet. the country knows relatively littke about Mr Warren’s 
international views. Mr Robert Sproul, President of the 
University of California, assured the Republicans at Philadel- 
phia that he is “ neither an isolationist nor an internationalist ; 
he is a modern American who is intelligently aware of a world 
in which space and time have been almost eliminated ; yet he 
never forgets that his allegiance belongs to the United States 
of America.” This says nothing that can be converted into 
any table of weights and measures, but it is reassuring that in 
the dying days of the Eightieth Congress (of which he had 
been critical) Mr Warren supported unstinted Marshall Aid, 
as opposed to “ Taberism.” Many Westerners are of the 
opinion that the Republican ticket would be stronger if the 
candidates’ positions were reversed. Mr Warren wanted to 
be President, but he declined to campaign for support outside 
his own State. He could have had the Oregon delegation for 
the asking ; refused permission to endorse him, the voters of 
Oregon made their choice between Mr Stassen and Governor 
Dewey. Choosing the latter late in May, it is now clear that 
they stopped the Stassen boom, and thus made the New Yorker’s 
command of the convention certain and unassailable. 

The Democrats of California have served as their own Jere- 
miahs. Long before their convention, the enthusiasm for 
General Eisenhower of Mr James Roosevelt, the late Presi- 
dent’s eldest son and the Democratic State Chairman, was a 
measure of the party’s estimate of its chances of losing 
California with the President as the Democratic candidate. 

Mr Henry Wallace is the man most responsible for the 
Democrats’ gloom. The best informed observers agree with the 
prophecy that-his Third Party will “net between 400,000 
and §00,000 votes and that would be the end of Truman in 
California.” Los Angeles county, which includes Hollyy will 
supply the bulk of Mr Wallace’s support. It is the historic 
seed-bed of California’s plentiful of visionaries who will 


reach for the rainbow with anyone who promises it. 









“*AMERICAN SURVEY’ is drawn from three 
sources. Articles described as ‘‘ From 
Staff’’ are the work of a small group of 
correspondents, resident in the United States. 
with some such attri 
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American Notes 


The Democrats Face the Facts 


By the time the Democrats arrived in Philadelphia last Mon- 
day, they could no longer avoid facing the facts of their political 
life. Mr Truman was their inevitable candidate for the Presidency 
and, in the opinion of most of them, defeat would as inevitably 
follow. To ensure that defeat did not involve personal annihila- 
tion became the main purpose of the Democrats. 

For the Southerners this means the maintenance of their 
influence in the party; they are resigned to the absence of a 
Democratic banquet this ear ; but they will not want to miss their 
invitation in 1952. For this reason their protest “ walk-out ” from 
the convention will not necessarily become a permanent “bolt” 
from the party, even though their efforts to intimidate it have 
failed. On the party platform, their rout has been complete. Not 
only did they lose their amendment affirming the party’s belief in 
States’ Rights, which would have nullified the civil rights section, 
but the convention itself strengthened that section and outraged 
the Southerners, by inserting a summary of Mr Truman’s pro- 
gramme, calling for Federal guarantees of equal opportunities 
in employment and political life for negroes, and for Federal 

tion against lynching. Nor can the pledge to repeal the 
Paft-Hartley Labour Act be anything but embarrassing to the 
Southerners whose votes helped to pass it. 

But these two planks will enhance the Democratic appeal in 
the North, where the negro vote must be drawn away from the 
Republicans and where labour must be roused from its present 
apathy, if local victories are to be won. The future of the 
Northern party machines depends upon achieving success at this 
level and to the city bosses nothing else is worth considering at 
present. They have evidently decided, and they are probably 
right, that a liberal approach will induce many of those who will 
vote for a Republican President to vote for Democrats nearer 

te 


The South may have been defeated on the platform, but 
its susceptibilities have not been overlooked in the selection of 
a Vice-Presidential candidate. Senator Barkley was not the choice 
of the Northerners, and his age, and the fact that his home State, 
Kentucky, is very near Mr Truman’s Missouri, would not make 
him the ideal partner on a ticket that had a chance of winning. 
But he is at least a candidate on whom the Democrats have been 
able to demonstrate that they are still capable of unity; his 
nostalgic association with the great days of the party and his 
recent experience of its difficulties, as liaison officer between the 
President and the Senate, qualify him for the task of digging the 
foundations on which it can rebuild after defeat. Above all, he 
puts party loyalty before personal interest: so does Mr Truman 
and this team at least represents the common denominator of the 
party, the hard core which never deserts. 


x * bi 


Seeking Salvation 
The enthusiasm with which Senator Barkley’s fighting speech 


Was received by the convention, perhaps, even more, the ovation — 


with which the delegates found, strength to greet Mr Truman’s 
nomination, after a gruelling—and grilling—day and night’s work, 
ate that the Democrats still have plenty of vitality. They may 
depressed but they are by no means dead. Their speeches 
Were more inspiring than those of the Républicans, the speed 
with which they got through their business more efficient. The 
convention did much to prove that Mr Truman’s conviction that 
arty can still win in November is based on more than wishful 
g and the desire to inspire his followers to meet disaster 
A recent public opinion poll has shown that, during the 
last four years, the number of voters who consider themselves 
Democrats has been consistently higher than those who consider 
themselves Republicans. But the balance is held by the indepen- 
dent voters, whose numbers have grown steadily. Nothing could 
n more repellent to than th i 


sooner and had devoted its energies to saving itself, instead 
of to a panic-stricken search for a saviour, salvation might have 
been Peon today. i ‘ 
aa ruman, by summoning a special session of Congress for 
es oe cance Cen: bie cai 

had already itc and 

‘at the convention made it even clearer, that the Democrats intend 
{0 fight their campaign on the record of the Republican Congress 
i general, and on its failure to control prices and pass housing 


1 in particular. Mr Truman is s a chance 
improve that record and to demonstrate the solidity of the 
Republican platform in the hope that it will fail to do either. He 
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is trying to widen the gaps in the platform into an abyss in which 
the Republican victory will be engulfed, and he is evidently not 
afraid of the pitfalls which the Republicans will certainly set for 
his own party during the special session. Nor can vernor 
Dewey continue to dissociate himself from the record of his 
party in Congress as, until now, he has been able to do, to his 
great political advantage. 


* * * 


A Democratic Senate ? 


_Not even the more optimistic Democrats can believe that 
their chances of winning the Presidential race are more than slight, 
but there is a real possibility that they may score an ironic come- 
back in the Senate. In 1946 the Republicans, somewhat to their 
own discomfiture, captured the Senate as well as the House, and 
thereby were committed to full responsibility for Congressional 
policy. In the House there are 245 Republicans to 185 Democrats ; 
the victory of Mr Dewey and Mr Warren would certainly increase 
the Republican majority. But in the Senate the Republican margin 
is slim, with 51 Republicans and 45 Democrats, and the Demo- 
crats start with advantages which in any normal year would result 
in a Democratic majority. Thirty-three Senate seats are at stake 
this year, the 32 which represent the third of the membership 
vacated every two years and one to be filled because of death. 
Of these, 15 are now held by Democrats, 18 by Republicans. 

Eleven of the Senatorial races are in the Solid South, which, 
whatever its feelings about Mr Truman on the national. stage, 
is unlikely to defeat its own brand of native Democrats. The four 
seats now held by Democrats which are to be contested outside 
the South are in New Mexico, Colorado, Montana and Rhode 
Island, and only one of these seems to be in much danger. The 
Republicans, on the other hand, concede a serious Democratic 
challenge in six states now represented by Republicans: Okla- 
homa, Kentucky, West Virginia, Mi Idaho and Illinois 
(where Senator Brooks is strongly challenged by Mr Paul 
Douglas). 

A landslide for Mr Dewey would sweep most of these contested 
states into the Republican bag, though the Democrats would still 
have a strong minority in the Senate. But Mr Truman may well 
put up a better fight than now appears possible ; and Democrats 
who feel that the national campaign is as’ good as lost are likely 
to concentrate their energies on the local contests. Labour, for 
example, is more concerned with the complexion of Congress 
than with the apparently hopeless task of stopping Mr Dewey. 

It would sweeten the Democrats’ defeat if Governor Dewey, 
as President, had to suffer even part of the affliction of Congres- 
sional opposition endured by Mr Truman. Republican appoint- 
ments would have to submit to Democratic scrutiny ; Republican 
giants like Senator Vandenberg and Senator Taft would be sub- 
merged in a Democratic organisation of the Senate Committees. 
But, more important, a Democratic Senate would constitute a 
brake on the victors, the very function for which its staggered 
terms were devised. On many issues the Southern Democrats, 
who now form the bulk of the party’s Senators, vote with the 
Republicans. But a Democratic check might prove invaluable, 
for example, in case the Republicans, despite all Mr Dewey's 
protestations, move to destroy the trade treaties programme and 
return to a high tariff policy. 

* * * 

Steel Appeals to Congress 

By abandoning its 50-year-old system of delivered prices 
and basing points, the US Steel Corporation has bowed to the 
Supreme Court cement decision with a speed and thoroughness 
unusual in anti-trust cases. The Federal Trade Commission may 
well wonder whethér it has not won a Pyrrhic victory. Well 
before the 90-day deadline for conformity, six cement firms have 
abandoned their basing-point systems, and the US Steel Cor- 
poration and Bethlehem Steel, the two largest producers of steel, 
have followed suit, although there was no necessity to do so 
until the FTC, at present holding hearings on steel pricing policy, 
obtained a specific decision from the Supreme Court. 

The steel and cement industries have not only hastened to 
order a revolution in selling practices which even opponents of 
the system feel should be brought about gradually, but they have 
accepted an interpretation of the decision denied both or the 
Supreme Court itself and four of the five members of the : 
I tries using the basing-points system argue that only by 
absorbing freight charges can they compete in distant markets 
with more favourably placed producers ; freight absorption, they 
argue, enlarges, rather than restricts, competition and prevents 
local monopoly. But the Supreme Court was at great etre to 
insist that the ban was placed, not on the absorption freight 
charges by individual companies to extend competition, but on 
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collusion between two or more companies to use the basing-point 
system to fix prices and hence restrain competition. : 

The hasty compliance of the steel companies will result in 
lower prices when steel is bought from a nearby mill, and higher 
prices when it is bought from a distant supplier, and the consumer 
must pay the freight. Steel consumers, in most cases, will not 
be able to change over to nearby mills ; with steel order books 
bulging, the only assurance of obtaining steel is by clinging to 
the usual supplier at whatever cost. It is the spectre of future, 
not present, competition which alarms the steel industry. 

* 


It is hard to avoid the suspicion that the steel companies feel 
a time may mever come again when delivered prices may 
abandoned with so little pain to those who employ them and 
so much financial anguish to those who pay them. Those buyers 
of steel who find they must pay more will form a powerful lobby 
for the legalisation of the basing-point system by Act of Congress 
which the steel companies seek. What part of the rising prices 
for steel and cement can properly be laid to the elimination of 
the basing-point system will be exceedingly difficult to judge. 
Steel costs are being increased by the Io per cent rise in the cost 
of coal, higher freight charges and the wage rise which the steel 
industry has reluctantly concluded it must concede now that its 


- lonely experiment in controlling inflation has failed. In Washing- 


ton a sub-committee is already holding hearings under the leader- 
ship of Senator Capehart, who views with alarm the end of the 
basing-point system and can hardly be wholly impartial. Con- 
gressmen may find the Bill to exempt the system from the anti- 
trust laws on the Capitol door-step when they return; and a 
Republican President in the White House who will be far less 
likely than Mr Truman to veto it. 

The Federal Trade Commission has been fighting the basing- 
point system for 25 years. The test of whether its elimination 
promotes more efficient location of industry, reduces cross-hauls 
and lowers prices can hardly be concluded in a few months. The 
chief hope must be that if the anti-trust laws are to be limited 
in their application, and the basing-point system recognised, 
some degree of public control will be instituted to prevent ex- 
ploitation of the consumer. 


* * * 


Strike Settlements by Injunction 
Two months after the Government seized the railroads and 
eight days after the injunction forbidding the engineers, switch- 
men and firemen to strike against the Government was made 
permanent, the operators and the three dissatisfied unions reached 
a settlement and the railroads were returned to their owners. 
One week after the commercial miners began to drift back to work 
from their annual holiday—some spent it fishing in Canada—and 
one day before the hearing of the injunction against the failure 
of their “captive” colleagues to follow suit, Mr Lewis reached 
a settlement with the steel companies which own the captive 
mines. Both settlements were compromises, but both were on 
balance less favourable to the unions than to the employers. The 
union leaders would probably be indignant at any suggestion that 
their new tractability was a growth forced with the heat of the 
injunctions, but the suggestion does. not seem entirely unjustified. 
The owners of the captive coal mines have swallowed their 
scruples against signing an agreement which, in their opinion, 
contravenes the “union shop” provisions of the Taft-Hartley 
Act and their workers will now get the wage ris¢ of about $1 a 
day and the increased welfare contributions, which were given to 
the other miners last week. But Mr Lewis has agreed to modify 
the union shop clause in the new contract if it is ruled to be 
illegal by the National Labour Relations Board. Novel as it is 
to find Mr Lewis agreeing to modify anything, it is too soon to 
welcome this as a sign that he is mellowing in his old age. 
Judge Goldsborough’s decision on the railroad injunction 
repeated his judgment, first made in connection with last year’s 
mine strike and upheld by the Supreme Court, that strikes against 
the Government could be enjoined, in spite of the prohibition 
against injunctions in the Norris-La Guardia Act, and added that 
in any case a railroad strike would have created an extreme situa- 
tion Which society is not required to tolerate under that Act. 
The railroad unions had always hoped that the Government would 
assume the bargaining responsibilities of management, but it 
became clear during the hearings that this was unlikely to happen. 
The unions then agreed. to a settlement, virtually the same as that 
recommended at the end of March by the President’s fact-finding 
board, on which the companies had always taken their stand, for 
an increase of 15} cents an hour and for changes in working rules. 
The faces of the engineers, switchmen and firemen 
the exchange of one suggested alteratio 
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another, and even more by a concession which put them in ling 
with the other rail unions at the starting gate for the race for the 
third round of wage increases, for which the others had been pre. 
paring while they were contesting. the decision on the second 
round. 

But there is one decrease in wages to report: duck pluckers 
on Long Island are only to receive eight, instead of ten, centy 
for each duck plucked. The effect on the prices of duck soup 
and eiderdowns has not yet been announced. 


x x * 


Two-Dollar Wheat 


Railroad box cars are once more “ terribly tight” and moun- 
tains of wheat are again piling up beside the railway terminals 
in Kansas and Nebraska. The mountains will be near to last 
year’s record heights if the expected 1,242 million bushels of 
wheat are harvested. More important is this month’s forecast of 
a record maize crop of 3,329 million bushels. Even if there is 
another drought this August, American hogs should have all the 
maize they can eat this year. The good crop prospects at home 
and abroad have brought the price of wheat down to $2.11, 1 
cents below “parity.” But the cost of the things the farmer 
buys continues to rise and the support price for the new wheat 
crop, 90 per cent of “ parity,” will be $2 a bushel at the farm, 
compared with $1.84 last July. It is not many years since dollar 
wheat was the farmer’s ideal, but it is even fewer months since 
he was being paid three dollars. 

Nevertheless, the maximum price of $2 a bushel proposed in 
the international wheat agreement probably does not seem unfair 
to those American farmers who have heard of the agreement, 
They certainly share the regret of the Administration that the Con- 
gressional failure to ratify the agreement, which was not the 
fault of the farm organisations, has denied them the assurance 
of a stable export market. There seems to be justification for the 
Administration’s fear that it may not be possible to obtain such 
a favourable agreement again, bur the fact that the collapse of 
the agreement may force a reduction in American wheat acreage 
this winter has more immediate relevance for the farmer. 

In presenting the agreement to Congress, the Government 
offered no explanation of how it propased to meet its losses if, as 
seemed probable sooner or later, its support price for wheat was 
higher than the prices provided under the agreement. A similar 
problem may arise before long in connection with the European 
Recovery Programme: European buyers of wheat may be found 
to have some sympathy for the suggestion that ERP is an indirect 
way of forcing them to subsidise the American farmer. The 
wheat agreement was also criticised on the grounds that it would 
become unworkable if its prices were undercut by Russia and 
Argentina. For the present, however, the excessive prices de- 
manded by Argentina have led the Economic Co-operation 
Administration to declare that no dollars will be made available 
as yet for purchases from that country, a declaration which has 
gained strength from the good crop prospects elsewhere, and 
which is intended also to bring pressure on Argentina to pay its 
commercial debts to the United States and to establish a more 
favourable climate for American business. 

* 


ECA has assured American farmers that exports of wheat to 
Europe will not necessarily be reduced as a result of the good 
harvest there, since European diets need improvement. Present 
estimates, which are tentative, are for wheat exports during the 
coming year of at least 375 million bushels, compared with 486 
million in the past twelve months. These exports will probably 
once more be handled by private traders, except when they are 
to the occupied areas, since it was to arrange the return to private 
channels that Mr Harold Sandford of the National Grain Trade 
Council was appointed ECA consultant on grain. He had pro- 
tested that the grain industry was being threatened by the com- 
centration of export purchases in the hands of the Commodity 
Credit Corporation. In spite of this and other criticisms, the 
CCC “a ape given a net Seo charter, with sub- 
stantially the same powers as it ore ; its primary purpose is 
to stabilise farm prices. The President was fie entirely cncisfid 
with this victory, even though it was one of the few which the 
Administration won in the last Congress. 

The main opposition to the wheat agreement came also from 
the grain traders and on the same grounds—that it would involve 
unavoidable and permanent government interference in theif 
business. Passage of the agreement by the Senate, which had 
been asked to approve it as a treaty, had been confidently expected, 
but in the rush to adjourn, time could only be found for measures 
for which there was real enthusiasm. As a result the agreement 
was not ratified and it has now lapsed. 
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Coal and the Nation 


On Tuesday, the report of the National Coal Board on its first year’s working was presented to Parliament. 
It is a document which defies quick reading or brief summary; it comprises 143 pages of text (enough to 


fill three issues of The Economist) and 112 pages of financial accounts, explanatory a 


ppendices, and statistical 


tables. On the evidence assembled in this first report, the Coal Board can certainly be acquitted of any charge 

that it has failed to submit itself to the test of public accountability. Indeed, there is so much in the report that 

it runs some danger of striking awe instead of encouraging a fuller understanding of the Board’s problems. In the 

article which follows, an attempt is made to describe the more important phases of the Board’s first year ; te 

analyse its costs and financial results ; and to offer some estimate of its achievement and prospects. Even granted 

its exceptional length, the article cannot hope to be more than a partial assessment of the first public account of the 
. first nationalised industry. 


A. Critical 
HEN the Coal Board was ordered by the Minister to 
take over the mines at the beginning of 1947, distributed 
stocks of coal were no higher than 84 million tons. Within 
three weeks, the Board, already more than fully occupied with 
the innumerable problems of taking over and reorganising the 
industry, was plunged into the sharpest economic crisis that 
has ever assailed the British economy. By the end of the year, 
stocks had been built up to well over 16 million tons ; exports 
had been belatedly resumed ; the industry had attracted a net 
increase of 26,000 workers ; absenteeism was appreciably ‘lower, 
averaging 15 per cent at the coal face, compared with over 
19 per cent in 1946 ; and output per manshift for all workers 
improved to 1.07 toms, against 1.03 tons in 1946. But, for 
all these signs of overdue improvement, 1947 was a year in 
which, despite the grip of the fuel crisis, the five-day week 
was conceded ; in which, despite that concession, 1,635 un- 
official strikes cost the country 1,652,000 tons of coal; and 
in which 714,000 tons of American and Polish coal were 
imported, at a loss of £1.7 million, borne by the Board. 

The Board’s first-year was bound to be conditioned more 
by its inheritance than by its own efforts to change and improve 
it, In 1947, the British coal mines produced 187 million tons 
of coal, 6 million tons more than in 1946. From opencast 
sites, 10 million tons were produced (not for the Board, but 
for the Ministry of Fuel and Power), making 197 million tons, 
compared with the 200 million tons demanded in the 
“Economic Survey” for 1947. The increase_of 6 million tons 
in the output of deep-mined coat was the resultant of four 
factors: increased manpower contributed 5 million tons, better 
attendance, 9} million’ tons, and greater output per manshifc, 
52 million tons ; but this gross rate of improvement of 20 
million tons during the year as a whole was largely offset by 
the loss of 14 million. tons output. owing to the five-day week. 
-, The report shows that the Board regarded the five-day week 
‘as desirable, though it obviously had doubts about the right time 
for its introduction, The Board. decided in favour of 
arly introduction as “a gesture which might do much to 
Amprove the spirit of the industry and give an impetus to effort.” 
Negotiations were completed in March, 1947, when fuel supplies 
“Were still gravely short ; the agreement with the Union included 
Conditions which, “ if they operated fully,” would safeguard coal 
‘The Board did not expect an immediate and universal increase 
‘Mitasks, because local conditions vary so widely. But its con- 
‘dusion about the five-day week gamble (‘“ the stakes. were high 
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and the Board had to play”) is quite conclusive: “ Taking 
the country as a whole, the response to the appeal by the Board 
and Union for greater tasks was disappointing.” The Board 
took this risk through fear of the greater risk of disappointing 
the expectations which had been raised in the minds of the 
mine workers. It was forced, by a combination of political 
decision and the temper of the miners, to take a step which it 
regarded as premature ; the consequence was a partial and 
one-sided observance of the five-day agreement, and a 
loss of output which had to be made good—though only to 
the extent of 2 million tons—by extra working, largely on 
Saturdays and at overtime rates of pay. 

An important, though somewhat inconclusive, section of the 
report is concerned with the Board’s relations with its 
employees. _ Much stress is laid on the principle that a 
nationalised industry “ existing only to serve public ends” 
must set an example of fair treatment. and encouragement to 
its workpeople. The Board recognised the inheritance of bitter- 
ness in the industry, and it hoped by meeting “just claims” 
to infuse a new spirit into management and men. The privileges 
brought new responsibilities—moderation in the demands of 
the men, and acceptance of new opportunities of service. And 
the Board, obeying the injunction of the Nationalisation ‘Act, 
reached agreements with the Union for national, district and 
pit conciliation machinery. But the test of these principles and 
arrangements must be measured by the willingness of the men 
to accept and honour them. Many more strikes would have 
occurred in the absence ef the conciliation schemes ; but those 
that did occur last year were irresponsible and damaging. 
Indeed, the most serious of them all—the Grimethorpe strike— 
has yet to be brought to a satisfactory conclusion. The-detailed 
account of this stoppage leaves no doubt where the responsibility 
lay ;. it leaves no doubt, too, of the powerlessness both of the 
Board and. of the Union to persuade—much less to compel— 
the men to fulfil their part of the bargain on the five-day week. 

Thus, the Board’s experiment. in the duties of a good public 
employer has so far been largely unrequited. The five-day week 
led to a round of claims from other workers employed in and 
around collieries for corresponding benefits, which the Board 
conceded, with the authority of the Government. — Junior 
colliery officials, weekly-paid industrial staffs and colliery clerks 
have received increased pay ; all members of the staff benefit 
from. the superannuation scheme introduced by the Board, 
which. costs about 4d per ton of coal sold. .There are, of 
course, many anomalies in the Board’s salary scales—there is, 
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too, more than a suggestion of complaint in the report about 


the very high salaries of senior company officials, whom the 
Board had to retaig at theit old, Salaries ar/to compensate for 
termination of contract.. Already the-Board’has fixed the range. Bas 


of salaries which are to be paid for administrative, legal and 
technical staff ; the standardised pattern of appointment, the 
annual increment, and the hierarchical ladder is to be the form 
of the future—the “logical” system which the Board feels 
that it could have devised if it had started "with a4 clean‘slate. 
But if the senior appointments in the past were sometimes 
excessively paid, the machinery of recruitment. and promotion 
described in the report seems zealous, just and dull. To ensure 
a fair field of selection “ irrespective of educational origins ” 
may sound admirable, but it does not guarantee of itself that 
the right persons will be appointed to the right jobs. 

That is a problem for the future. For the present, the report 
seems to adopt a distinctly defensive attitude about the size 
of administrative and non-industrial staffs built up during the 
past year. All told, these amount to 34,535 persons, costing 
approximately {£14} million a year. These employees show 
an increase of 4,412 during 1947, which can hardly be regarded 
as immoderate for the functions which the Board has taken 
over for research, education, and legal and technical work. 
The total cost represented rather over 3} per cent of the 
Board’s total revenue expenditure, while the total administrative 
expenses of the national and divisional headquarters repre- 
sented no more than 0.6 per cent of the total. Whether these 
figures shaw a truly economical use of non-productive staff 
it is impossible to judge on the evidence of a single year ; but 
the Board has made out, on the face of the matter, a reasonable 
case that its administrative costs are not extravagant. 

Last year’s primary task at the collieries was to increase 
output ; the Board instructed colliery managers to focus their 
attention on short-term reorganisation at the expense, “ if neces- 
sary,’ Of long-term planning. Bigger tasks, more machinery 
at the coal face and on the haulages, upgrading of workers 
trom haulage to the coal face, closing of unproductive pits 
and transfer of men to pits where their output would be higher 
—these were the main measures to be pursued. Many collieries 
came over to the Board in first-class condition ; others were 
in “poor shape” and not a few in a “ pitiable ” condition, 
During the year 550 short-term projects, involving the applica- 
tion of these measures either singly or in combination, were 
begun and about 340 were completed. Nearly 1,500 conveyors 
were installed and 32 locomotives put to work—the limitations 
of underground haulage are. well illustrated by the fact that 
32 locomotives represent an increase of §5 per cent in the 
number at work. Seventeen pits and two drift mines were 
closed, displacing 2,680 men, of whom 2,136 were transferred 
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to other collieries. But the notion that salvation is to be 
achieved by the use of advanced types of coal-getting machinety, 
like’ power loaders,.is rather-damped by the report. in 

t Midlands Division, where coal seams are fairly thick an 
regular, such equipment has been in use.for several years, and 
20 out of the 30 Meco-Moore cutter loaders at work in the 
country operate in that division. But cutter-loading machine 
for marrow seams are still being tried out ; moreover, the opera. 
tion of these machines “has sometimes been hampered and 
even prevented by difficulties over wages.” 

The Board puts the result of purely technical measures, like 
the introduction of machinery and reorganisation of the pits, 
as an increase of 3} million tons in coal output last year. It 
is not a negligible start, but the Board obviously hoped for 
greater improvements in productivity at the coal face than were 
in fact achieved. In this, it goes some way towards acknowl 
ing the criticisms of Sir Charles Reid at the time of his 
resignation. Haulage work is still overmanned ; co-operation 
and goodwill on the part of underground workers would increase 
the proportion of face workers to “ oncost” workers. Attend 
ance at the coal face, though better, is still poor compared with 
before the war. 

Last year the Board lost {9.2 million on its colliery opera 
tions. But it made a profit of over £3 million from ancillaries, 
It has acquired 55 coking plants, producing more than two-fifths 
of the national output of hard coke. Many of the ovens ate 
in need of replacement or repair, and the report goes so fa 
as to suggest that blast furnace coke is likely to remain scange 
so long as the steel industry aims at producing more than 4 
million ingot tons of steel a year—a rate now being exceeded 
by a margin of well over a million tons. Even to maintaip 
the present output of coke, the Board will have to build about 
175 new ovens a year for many years to come; the capital 
costs of new ovens have trebled since 1939, and a battery of 
ovens carbonising 7,000 tons a week would take four years 
to build. Most of the other ancillaries—tar, benzole and 
sulphate of ammonia—are highly profitable and their products 
in eager demand. The Board is also a large farmer and land- 
owner (often because it is more economical to own surface 
property than to meet repeated claims for subsidence); it owns 
141,000 houses, including whole mining villages ; it cwns a 
cinema, a slaughter house, a holiday camp and operates retail 
milk rounds. It is, indeed, only a slight exaggeration to liken 
the listing of all the Board’s assets to the making of the 
Domesday Book. And it has, of course, taken over the property 
in underground coal from the Coal Commission. It owns, 
works and sells virtually all the coal in the country. What 
were the financial results of this gigantic public monopoly 
last year ? : 


Costs, Revenues and Losses 


Tt has been an open secret for some weeks that the losses 
of the Board in its first year would approach {25 million. The 
actual net deficit turns out to be £23.255,586. The reasons 
are obvious. In 1947, the average cost of producing a ton 
of coal increased by 4s. 3.1d. compared with 1946 ; of this 
increase, increased wages accounted for 2s. 6.4d., increased 
cost of materials 11.94., and superannuation 4.2d. The Board 
claims that the total increase in costs of 12.8 per cent compared 
with 1946 was no more than the general increase in costs 
which British industry, as a whole, had to absorb, “ despite 
the special expenditure which the Board had to incur.” This 
claim would be more convincing but for the fact that the price 
of coal is itself a primary constituent in industrial costs. 

Under the Nationalisation Act the Board is enjoined to secure 
that its revenues shall cover its costs.“ on an average of good 
and bad years.” The period during which*this average is to 
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be struck is nowhere defined, but the Board, in deciding what 
increases in price should be recommended to the Ministet, 
assumed that the loss resulting from last year’s increases if 
costs should be recovered, not in a few months, but “ over 4 
period,” on the ground that, if the whole rise in costs had 
been recouped in the closing months of last year, “ there would 
probably have been surpluses in later years.” The submission 
of price increases to the Minister appears not to flow directly 
from the Act (though indeed the Minister has power to issue 
saree 8 = a general a ton a affecting the national 
» but in pursuance of a“ gentleman’s agreement ” datit 
from the beginning of the war. The Maa ee eal 
a delay Oats increases for which the Board had 
September and October colliery operations showed 4 
profit of £1 million, following the 4s. increase at the! i 
of September ; then when the minimum wage agreements ait 





| RORSRTES SRBFESeereSBSESSTRVPZBES LEFT . 








er 


SERRE RS 


weFF 2B 


Beeee? B8h beh 


~ 
= 


arkeesabese 


EES 


Bead 


ES she 


ee Geheeddee 





ae 
4 
. 
eo 
an 


THE ECONOMIST, July 17,.1948 
the extension of hours at overtime rates came into effect, 
November and December showed a loss of £ 
January Ist, coal prices were again, raised by 
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power, however, does not mean that it should be exercised, 
Nor can the Board go-very far today in closing unprofitable 
pits—though it might save £6 million, if it could sacrifice 8 
million tons of output from the least efficient collieries. But at 
least the Board ought to have freedom, given the level of its 
costs, to secure a corresponding level of prices. Last year’s 
episodes of Ministerial interference with what the Board thought 
reasonable are disturbingly inconsistent with its statutory duties, 
and the ending of the “* gentleman’s agreement ” which has been 
forecast this week will be salutary, Judged by financial results 
alone, coal was too cheap last year, to the extent of Is. a ton, 
before meeting interest charges. The new price structure, on 
which the Board has been working for many months, should 
correct many of the glaring anomalies in prices, Flat rate 
additions to coal prices during the war, irrespective of grade, 
have made poor quality coal relatively dearer than better grade 
coal. It is the Board’s intention to introduce a rational system 
of grading, and to adjust the relative prices of different quality 
coals, without, however, altering the average price for all grades. 

Last year’s deficit is summarised in the accompanying table. 
It is claimed that this loss is mot a charge on the taxpayer, 
since “it has been met from the Board’s resources and it must 
be overtaken in later years.” The “ Board’s resources” are, 
of course, the taxpayer’s resources, in the long run, and the 
long run will determine whether the balance of revenues “ over 
good and bad years” can be achieved. The report is perhaps 
on more certain ground when it claims that the deficit will 
serve as an incentive to future economies. 
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But one point must be made with full emphasis. In some 
comments on the Board’s trading results, it-has been suggested 
that all would have been well—or nearly so—if the Board 
had not been under the necessity of paying over £15 million 


COLLIERIES AND ANCILLARY OPERATIONS 
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for interest on compensation stock and “interim income” -to 
be passed on to the former owners of the mines. This suggests 
the beginning of the slippery notion that the Board is unfairly 
handicapped because it has to meet interest charges on its 
capital. Admittedly, that capital is fixed interest capital entirely, 
on which interest is payable irrespective of the Board’s net 
revenue. But it has, so far, been raised by 50-year terminable 
annuities bearing the extremely low rate of 24 per cent. 
Whether compensation for collieries ({164.7 million), ancillaries 
(not yet known), stores (£39.4 million) and other items will be 
so financed has yet to be determined. The Board’s present 
capital liabilities, outstanding or in suspense, amount to £331.8 
million, of which more than one-third has already been financed 
at long-term at 2} per cent. Clearly, there is no justification 
whatever for any complaint that the Board’s interest charge 
is too high. 

This is a material point in connection with the future pro- 
gramme of capital expenditure. Approvals for schemes costing 
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more than {100,000 total {22.7 million, of which only £2.9 
million was expended last year, though the Board’s total com- 
mitments on capital account amount to £36 million, to be 
expended over several years. Out of the total of £150 million, 
which may be advanced by the Minister to finance capital ex- 
penditure up to July, 1951, there is still available £109 million. 
But the work has been started in a period of high prices, and 
capital charges will represent a heavy burden—the annual 
charge for depreciation and interest is put at about §s. a ton, 
without stating the rate of interest assumed in the calculation. 
The Board is quite right to demand the full co-operation of 
everyone in the industry to meet these charges, so that coal 
can be produced at competitive prices. But that argument 
would perhaps be rather more convincing but for the evidence 
that the Welsh coalfield is so far receiving the lion’s share 
of the major capital schemes. There are plenty of technical 
opportunities for schemes capable of producing well over 2 tons 
per manshift. The task of selecting the best schemes, which 
may cost up to £3 million and take ten years to complete, is 
immense, and so far the Board has had little opportunity of 
carrying it very far. Last year’s schemes are regarded as 
necessary “ whatever future decisions are taken on production 
policy.” Perhaps that is the best interim answer to the suspicion 
that some divisions may be given more favourable consideration 
for furure development than their relative costs and output 
would justify, but it is not a final answer. 

That point, however, may be left for further discussion in 
the final section of this review. But it is desirable, nevertheless, 
to make it now, because it is intimately linked with the output 
and operating results of the areas and divisions which are given 
in such profuse detail in the report. The Board is entitled to 


Lessons_ for 


From this welter of words and figures which compose the 
Board’s first report, what provisional conclusions emerge ? 
First, perhaps, an impression that the Board has done rather 
better than its critics had anticipated—an impression which the 
Board seems anxious to encourage, for at various points in the 
report it emphasises upon the reader the enormous complexity 
and weight of its task. Secondly, although 1947 was a year 
opening with crisis, and developing with labour difficulty and 
rising costs, the Board has attempted to make a start to do the 
right things. Much of this new work is barely in a formative 
stage as yet ; plenty of projects have been started on research, 
on the classification of coals, on a solution of the problem of 
dirty coal on the long-term development plan, and on a new price 
structure (of which the first instalment has now been published). 

But the reader will look in vain for any general principles 
on which the Board is working, either on prices or costs, or on 
the character of long-term development, or of its own organisa- 
tion, It is too apt to take refuge in the furtherance of “ the 
public interest in all respects” —which, in 1947 at least, turns 
out to have been mainly the furtherance of the interests of its 
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claim that these accounts accord with the best 





schedules of fixed assets, depreciation provisions, stocks 
debtors—all analysed by Divisions—capital liabilities, provisigg 
for deferred liabilities and current liabilities (again by separate 
Divisions), and the most detailed colliery operating 
for each of the 48 Areas and 8 Divisions. The Bout’ feta 
critic could scarcely ask for more. Indeed, they are perhiipy 
too detailed to make one important point clear—namely, the 
relative performance of the separate Divisions. The tabk 
below gives only a small fraction of the information 
in the accounts, but it may assist the reader to bring ‘th 
eight Divisions into better perspective. # 
This table shows that total colliery profits amounted to {1 
million, and total losses to £21.6 million. The Divisions vale 
worked at a profit produced over 60 per cent of saleable output 
The South Western Division, whose loss alone exceeded the 
net loss for the whole country, produced only 12 per cent‘af 
the national output. These wide variations in costs and output 
present the Board with its biggest problem for future 
ment. If it is to avoid losses, it is also enjoined to eschew 
profits. Lord Hyndley has rightly pointed out this week that 
if some part of the industry makes a profit, another must be 
making a loss—in other words, one part is subsidising another 
part and consumers are paying too little for what costs much 
to produce (as in the South Western Division) and too much 
for what is produced cheaply (as in the two Midlands Divisions), 
The table indicates the extent to which the nation’s resource 
could be misapplied if the present cost structure in the —— 
were to be perpetuated. 


the Future 


employees rather than its customers. It admits that-it has given 
hostages to future fortune in the hope that higher wages and 
better conditions will create a new spirit in the industry—and 
it equally admits its disappointment in the results of this policy 
to. date. 

The interest of the British nation in the success of the National 
Coal Board can be briefly stated: it is that the Board, consistent 
with its duty as a good employer, shall produce more coal, mort 
cheaply. The overwhelming problem facing British industry is 
its future trend of costs, and coal is a determining factor over @ 
large part of those costs. To concentrate attention on the ince 
dental fact that the Board lost £234 million last year, or on the 
more agreeable fact that it showed a smail surplus, after meeting 
interest charges, for the first quarter of this year, is to miss the 
real point. The Board could have covered its costs last yeat, 
but for the Minister’s intervention. So it could in any year, by 
the simple exercise of its monopoly position. What it has to do 
is far more difficult—to reduce its costs, to reduce its prices, 
and balance its outgoings over the years. This report lacks 4 
convincing demonstration of the effect of higher output, 
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improved productivity, improved attendance, and the greater 
transfer of “ oncost” workers to the coal face, upon costs per 
ton. The exhortations are general ; they could and should be 
made much sharper and specific. : 

The same comment is valid on the Board’s long-term develop- 
ment programme. Indeed, it hardly exists as a development pro- 
gramme, at this stage. The report says that reconstruction of 
the mines should, in the long run, reduce costs considerably—a 
platitude to which no exception will be taken. But the work 
cannot be prepared, much less carried out, at once. The Divi- 
sional and Area staffs have only begun their tasks of setting 
down what they would like to do, if the Board can 
provide the means. But does the Board know what criterion 
it will adopt for its long-term development plans ? Will it go 
for the greatest efficiency and lowest cost, quite irrespective of 
other considerations ? Apparently not, because it claims that 
jt must have regard to “social costs” which do not figure in 
its profit and loss accounts, like unemployment caused by 
the contraction of output in a coalfield. Yet elsewhere, the 
report admits that if a pit or a district runs at a loss “ despite 
every effort to make it pay its way” then a case arises for 
altering the level of its output or the price of its coal. 

There are dangers, long-term as well as short-term, in the 
argument that the Board cannot be guided by business 
considerations alone. The further it moves from business con- 
siderations, the less likely is it to succeed in its task of producing 
enough coal cheaply. The responsibility for the location of the 
industry and for development ‘nvolving “ substantial” capital 
outlay rests in the last resort with the Government, and the 
Board will only add to its troubles if it seeks to frame its 
policy according to the view it takes of Government policy. It 
will be on surer ground if it bases its development programme 
on good technical estimates of larger and cheaper output than 
upon considerations of “ social costs,” or responsibility to pos- 
terity. The Board is now studying the recommendations of the 
Areas and Divisions about long-term development. It is a ques- 
tion of such importance that the general comments in the report 
call for a supplementary statement as soon as-the Board has 
made up its mind about the output targets to be set for each 
Division and the capital expenditure which each is to be allowed. 
The programmes authorised last year may indeed be separate 





115 
from the “ national plan.” But the inference which they broadly 
Suggest—that less efficient coalfields can obtain a dispropor- 
tionate share of new capital funds—is not. an inspiring portent 
for the long-term scheme. 

On price policy, again, the report throws little light. The 
review has been begun. But can prices be related, except very 
generally, to costs ? Does the Board intend that similar grades 
of coal produced at different levels of cost in different areas 
should be sold at different prices ? Presumably not ; but if not, 
what becomes of the doctrine that “losses and profits will sug- 
gest that the nation’s resources are not being used to the best 
advantage” ? Again, the report is almost entirely unruffled by 
a suggestion of strain in the Board’s organisation. It does indeed 
explain that the organisation in the Areas was changed—and 
certainly for the better—towards the end of 1947. And Lord 
Hyndley has emphasised this week that the functional character 
of the Board itself has been further modified ; in the near future, 
five out of the nine members will have no departmental responsi- 
bilities. This willingness to change and experiment is welcome, 
so far as it goes, and the Board would not claim that its final 
form has yet evolved. It is still remote, and still over-central- 
ised. Its relations with its subordinate Divisions and Areas are 
immature and arbitrary. Its relations with the Government 
show that the Board has yet to develop autonomous power and 
responsibility of its own, subject to the limitations of broad 
Ministerial powers of direction. And its relations with lebour 
Suggest some willingness to accept with sorrow rather than 
anger the lack of responsibility which was reflected in last 
year’s strikes and in this year’s falling trend of output. 

But when this is said, no sensible person would condemn 
the Board for its first year. Its achievement was at least positive ; 
and its failures have been largely due to irresponsible action by 
some of its employees. Its real problems and tasks are only 


‘beginning. It has to make the right estimates of future costs, 


prices and output. It has to guess the trend of the world 
market for coal over decades rather than months. It has enor- 
mous responsibilities for investing public money to the best 
advantage. These are tasks for supermen, and the Board indi- 
vidually and collectively assumes a proper humility when it 
contemplates them. Compared with these tasks, the burden of 
the first year of nationalisation becomes almost insignificant. 


Business Notes 


No Retreat from Disinflation 


The Chancellor, it is now beyond doubt, is not to be 
intimidated by the outcries of those who are beginning to feel 
the pinch of his disinflationary policy. That policy has not 
really begun to exert its effects upon the national economy as a 
whole, and the Chancellor is plainly determined that it shall 
run its course. On this vital matter Sir Stafford Cripps’s state- 
ment at a press conference this week did not, it is true, add 
much to the re-affirmation of faith which he made at the end of 
the debates on the Finance Bill and, more briefly, in last week’s 
discussions on ERP. But this latest statement has real importance, 
fone the less ; first, because of the doubts about whether other 
Members of the Cabinet have been seeing eye to eye with the 
Chancellor on this issue and, secondly, because the first re- 
Statement of policy actually coincided with significant further 
telaxations of the retrenchment programme—notably in the field of 

ing. Presumably, the Chancellor would not have sought an 
occasion to underline his arguments again unless he had the sup- 
Port of at least the majority of his colleagues and also believed 
that the disinflationary policy both could and would be carried 

despite the concessions and relaxations already made. 
Except at one specific point—the question of dividend policy, dis- 
‘Cussed in a separate note on next page—this week’s statement defies 
It presented faithfully and forcibly all the arguments 
: monetary ; 
‘pen Britain’s overstrained economy, as a means both of enfo 
errnttation of productive resources upon “first things first 


0f minimising the need for physical controls which “add 


and fiscal weapons to relieve the pressures . 


greatly to the burden both of the administration and of industry.” 
To those who had been contending that disinflation is already - 
being overdone, Sir Stafford gave a forthright answer. Excessive 
monetary demand, which, he declared, has had to be counteracted 
by extensive controls, is still diverting to the home market goods 
which might otherwise be exported. Even though a few indus- 
tries producing non-essentials are running into difficulties, the 
slack which is beginning to emerge has so far affected only the 
fringes of the economy. 


x * * 


» Unemployment Still Falling 


There could be no clearer demonstration of this than the 
quite astonishing figures of unemployment for June. On June 14th 
the total number of persons registered as unemployed was no 
more than 274,000-——actually 16,000 less than the number shown 
by the return for May. Moreover, the detailed analysis of the 
distribution of manpower, now available for that month, still 
shows no perceptible progress in recruitment to the key indus- 
tries. The labour force in the mines was no larger than in April. 
and that in agriculture was only 5,000 larger ; in textiles the gain 
was a mere 2,000. Yet the building and civil engineering indus- 
tries, which on the original programme were expected 10 provide 
a large part of the labour to be transferred to more essential work, 
have in five months released only 2,000 workers, while consumers 
services have absorbed an additional 18,000, of which 8,000 were 
taken in during May. pa 
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Sir Stafford drew the obvious conclusion from this situation by 
pointing out that the disinflationary policy has scarcely yet 
started to do its main work, and that its further development 
is bound to involve some dislocation and hardship. “But the 
fact is,” he said, “that we are met by the choice between the 
temporary hardships inflicted on some thousands of people who 
lose their jobs in this way and the much greater hardships that 
would otherwise be inflicted on the whole nation if we failed 
to bring about disinflation and to solve our balance of payments 
problems.” Moreover, there is no danger of excessive contraction 
because of the “enormous unsatisfied demand for all kinds of 
investment goods and because of the need to expand exports.” In 
the last resort, an undue recession could be arrested by tax con- 
cessions and by the release of income tax postwar credits ; but 
“there is no prospect whatever, with our continuing need to 
export so large a part of our production, of our having to resort 
to these devices.” 


* * * 


More Drafts on Savings 


Meanwhile, the effects of the disinflationary policy seem to 
be increasingly discernible in the figures of National Savings, 
which in each of the past three weeks have shown a large and 
rising excess of repayments over new subscriptions. Since mid- 
April, indeed, there have been only two weeks in which National 
Savings have yielded any net surplus at all, even on the basis of 
calculation adopted by the National Savings Committee. In 
the week to July 3rd—that is the week before*the income tax 
concessions showed themselves in wage-packets computed under 
PAYE—there was on this basis a deficiency of £3,379,000 which, 
with the deficiencies of recent weeks, more than wiped out the 
small net receipts of early April. Hence, for the fiscal year to 
date, National Savings have involved net encashments of 
£1,653,000 before allowing for £6,290,000 of interest paid out on 
encashment of Savings Certificates. In addition, £35,778,000 of 
3 per cent Defence Bonds issued in the early period of the war 
have been repaid at maturity. 

The accentuation of the adverse trend of National Savings 
recently must certainly be mainly due to holiday spending, but 
the deterioration over the longer period is generally regarded 
as a symptom of the squeeze which is being exerted on personal 
budgets by the disinflationary policy and particularly by the stop- 
ping—or at least the slackening—of the rise in personal incomes. 


-To this extent, a fall in the savings figures may not be in itself 


an adverse symptom, although it does tend to show that people 
are determined to maintain their spending power—a tendency 
which also seems evident from the latest figures of retail trade. 
The Chancellor, however, suggested an alternative explanation, 
the implications of which are rather more disconcerting—that 
drafts on past savings are increasing because of bigger expendi- 
ture on household equipment and furnishings as the rate of com- 
pletion of new houses rises. This contention does. not appear 
to be wholly consistent with the present glut of utility furniture; 
but, to the extent to which it is true, it further emphasises the * 
dangers that the recent housing relaxaions may involve for the 
disinflationary policy. 

Admittedly, the capital budget equation upon which the Chan- 
cellor’s budget was based would not depend for equilibrium 
upon any large volume of personal savings; and ‘although 
National Savings are now a negative quantity, there is no evidence 
that other forms of personal saving are declining similarly. But, 
even though the shortfall of National Savings may not be under- 
mining the present foundation of the Chancellor’s policy, it can- 
not -be too strongly emphasised that that particular foundation 
was established only after drastic cuts in the capital investment 
programme and, despite these cuts, still rested upon a large deficit 
in the balance of payments. 


* * bd 


Dividend Limitation in Practice 


On one point Sir Stafford—or one of his advisers—was less 
than fair last Wednesday. He suggested that 25 per cent of all 
companies whose dividends had been announced since he asked 
for voluntary dividend limitation, had increased their payments, 
though he conceded that in some cases the increases were justified ; 
and he offered a reminder to the recalcitrants that their refusal 
to co-operate might jeopardise the whole voluntary basis of the 
scheme. It appeared subsequently that this calculation was based 
on a recent analysis“of dividend declarations by the Investor’s 
Chronicle, which showed that while 329 companies out of 1,361 
had increased their dividends in the three months to mid-June, 
reasonable justification could be found for all these cases save 61. 
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But the numerical count of increased dividend, useful no doyly 
for political exploitation, is really no measure of the success of thy | 
voluntary limitation policy as a component part of the Chanceligp, 
policy of disinflation. What contribution have increased dividend, 
made towards increased personal incomes since the Chancelige 
made his request ? The answer is to be found in.the is of 
profits of companies whose reports were papliones in the second 
quarter of this year, which appears in full in the Records gy 
Statistics Supplement. The following table is extracted from. 
full analysis: “ 


884 SEconD QuarRTER’s Companies Gross PRoFits 
(All Figures Gross) 






















Year 3 Year 2 Year 1 Latest. 
Preceding Preceding Year 
1945 1946 1947 1448 
000’s £000's % 
All interests.......... f 5,790 e 2 5,494 ¢ 2 5, 
Preference dividends .. | 22,482 16-4 | 22,956 | 13-4 24, 
Equity dividends ..... 64,271 52-2 | 85,592 | 49-8 | 89, 
Sub-Totals ..,..... 92,543 | 75°6 72-8 | 114,042 66-4 | 119,157 
Free reserves and carry 
Cr 22,631 | 18-6 19-9 | 45,043 | 26-2 
Other savings ........ 7,152 | 5-8 9,906 | 7-3 








Profits before tax . 











.» | 122,326 {100-0 136,333 |100-0 | 171,838 {100-0 | 220,045 |ion 
| 


i 


Percentage of year 3 
preceding ..e.sseee | 


100-0 | 1ll-4¢ | 140°5 | 119-9 . 





Here are 884 companies whose profits before tax have increased 
over those of the preceding financial year by no less than 
million to £220 million, The return to the ordinary sharehold 
in dividends (before tax) has risen by a mere £4,300,000 to 
£89.9 million, and some part, at any rate, of this increase would 
be justified by the FBI’s recommendations, on which Sir Stafford 
has previously expressed his approval. Does any serious critic 
suppose that a net increase in dividend incomes of, say, £2,500,000 
makes any perceptible difference to the success or failure of the 
Chancellor’s policy? Indeed, on the evidence of these figure, 
industry deserves praise rather than censure for its response » 
voluntary dividend limitation. To single out the alleged 25 per 
cent for censure, to make no mention of the effect of the “ freez- 
ing” policy on wage claims, and to attempt no justification of the 
“ counter-disinflationary ” policy of spending on food subsidies 
at an annual rate £75 million higher than was assumed in th 
Budget—these inconsistencies do not make it easier to forma 
balanced view of the policy as a whole. Industry does not expect 
more than small thanks from some Ministers; but it will be 
disappointed indeed that the Chancellor has on this occasion 
been so ungenerous. 
* * * 


India’s Sterling 


The details of the interim agreement with India on the release 
of accumulated sterling balances, the allocation of hard currencits 
from the sterling area pool and the value of assets taken over by 
the Dominion Government have been published this week. Agree 
ment with Pakistan was signed this week but the details will mo 
be announced until next week. The agreement with India is for 
three years running from July 1, 1948. Over this period ake 
sterling balances to be released to India will amount to £80 million 
in addition to the £80 million of freely available sterling which 
India carried forward into the period of the new agreement. In 
the first year India will have the use of the £80 million already 
in hand. In each of the second and third years India will be 
able to draw up to £40 million. The hard currency allocation 
has only been fixed for twelve months. In this period, i.e. 
to July 1, 1949, India will be entitled to take the “equivalent 
£15 million in hard currencies from the sterling area pool. This 
quota will serve to cover India’s deficit with the Western Hem 
sphere other than Brazil and Chile (which, being in the tamt® 
ferable account area, will accept sterling) and with other hard 
currency countries such as Belgium and Portugal. In addition 
to this equivalent of £15 million India will have at its disposl 
the equivalent of its own hard currency earnings and whatever it 
may draw from the International Monetary Fund. a 

The agreement also provides for the capitalisation of pensions 
payable to the British civil and military personnel i is 
the employment of the Indian Government. This part of th 
agreement applies jointly to India and Pakistan, The pensioas 
are to be paid in future through an annuity purchased jointly bf 
the Indian and Pakistan Governments and financed out of tt 
accumulated sterling balances. These balances, which at pr 


amount to about £1,160 million, will also be used to pay, ff 


defence stores and fixed assets of the British Government which 
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have been handed over to the. Indian oo peas Seen. 
The capital sum at which the pensions es of property have 
been valued is £275.5 million. These operations will, therefore, 
reduce the accumulated balances of the two dominions to about 
£885 million, of which at present nearly {100 million is freely 
available in the No. 1 accounts of India and Pakistan, and the 
balance of £785 million is temporarily immobilised in the No. 2 
accounts. Assuming that the t with Pakistan will pro- 
vide for selenace Of abate 20 million over the next three years, 
and adding this to the additional £80 million to be released to 
India under the agreement announced this week, the accumulated 
balances in the No. 2 accounts will have fallen by a further £100 
million and wil! thus stand at about £685 million by July 1, 1951. 

The Indian agreement announced this week, and that with 
Pakistan for which the terms accorded to India must set an in- 
evitable precedent, are correctly described as interim arrange- 
ments. They postpone until 1951 the problem of dealing with 
the bulk of the abnormal sterling balances accumulated by India 
and Pakistan during, and as a result of, the war. They make 
provisions for releases and for allocation of hard currencies that 
are fully in keeping with Britain’s position as the banker of the 
sterling area. Whether they are in keeping with Britain’s available 
resources of gold and hard currencies and with the pressure on its 
export capacity is perhaps more questionable, 


* *« * 


Repercussions of the Film Quota 


The indignation of American film producers against the quota 
figure of 45 per cent for the first year of the new Films Act was 
discussed in a Business Note last week. It is matched by the 
alarm and resentment of the British independent exhibitors (that 
is, exhibitors outside the three big circuits which are combined 
with producing interests). Much of the resentment is directed 
against the Rank Organisation. This was hardly to be avoided ; 
for if the number of British films necessary to meet the quota 
can be produced at all, two-thirds must come from various parts 
of the Rank Organisation. ae 

Exhibitors seeking British films to meet their quota obligations 
will, therefore, have to seek most of them from General Film 
Distributors, which Mr Rank controls. They see themselves 
threatened not by the quota alone, but by the trade policy of 
their main British supplier operating in conjunction with the 
quota. Many of them complain that the trade policy of the 
Rank Organisation has been hardening. Mr Rank himself met 
the General Council of the Cinematograph Exhibitors’ Associa- 
tion on Wednesday. He assured them that he only wanted his 
renting organisation to trade on fair terms, but he observed, too, 
that some exhibitors had not been paying enough for their films. 
A good deal of the recent alarm has been aroused by the new 
and wider sliding scale of renting terms which General Film 
Distributors have been attempting to introduce. The proposal 
was that the proportion of box-office takings (after deduction 
of Entertainment Tax) to be paid to the renter should vary 
between 35 and 55 per cent. . The Cinematograph Exhibitors’ 
Association has steadily refused to pay more than §0 per cent 
for any film. Mr Rank announced on Wednesday that he had 
reluctantly abandoned the wider sliding scale ; terms, he said, 
would have to be worked out for each film between the renter and 
the exhibitor. “We do not intend to ask any exhibitor to pay 
more than 50 per cent for any film on its general release.” 

The enforcement of the quota will clearly be full of occasions 
for controversy. Of the 4,500 cinemas at present open im the 
country, no fewer than 2,600 have applied for relief from quota 
obligations. Mr Rank repeated to the exhibitors on Wednesday 
his previous estimate of the practicability of the quota. About 
1,000 cinemas in the three big circuits would, he said, be. able 
to meet their obligations. (This is presumably so, since they 
are in combination with the major producing and renting or- 
ganisations.) In addition, Mr Rank held that the 1,500 cinemas 
which had only one competitor in their locality could also fill 
their quota. Only some of the remainder would be properly en- 
titled to claim relief. ; 

Many exhibitors would not accept Mr Rank’s assessment. They 
agree that the supply of films should be enough for those cinemas 
which have no immediate competitor. They are not greatly 
worried about houses which have two immediate competitors, for 
these will be able to claim relief. . It is the position of the inde- 
pendent cinema having in its ity only one competitor who 
belongs to one of the three big circuits which worries them most. 
The supply of British films may be numerically sufficient for 
both, but the member of the big circuit will (they feel) get first 
choice ; the independent cinema may be forced to accept inferior 
films,.andmay.even be offered second runs. Rather than take 
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second-run films, the independent first-run cinema will delay 
on its quota. Bat before the point of default is faul | 
may suffer. reached rely 
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First Quarter ECA Allocations | 


A list of most of the commodities allocated to Britain fy 
the first quarter’s programme under ECA is given in the 
panying table. Imports from the same sources for 1947 ap 
shown, together with British import requirements based on Igy 
year’s consumption. The figures in the three columns ‘7 
not be exactly comparable as the allocations do not give, precig:’ 
definitions of the commodities. But the figures give 4) 
clear indication of the scope of the first major instalmen | 
of Marshall aid. There is, of course, no guarantee that the sub 
sequent quarterly allocations will conform to this pattern, by 
if they do, a large proportion of British food and raw materig 
imports from hard currency countries will be met by ECA 
dollars. Except for Canadian cheese, American tobacco, Can. 
dian and Chilean copper, most of the first quarter allouneny 
represent at least 25 per cent of Britain’s corresponding impor ' 
in 1047, and for certain commodities the proportion is mud 
higher. , 

The total of the published allocations is $226 million, al 
the grant to Britain for the April-June period will amount 
$300 million. Of the $226 million, $131 million will be spent jp 
Canada, $57 million in the United States, and $2,750,000 ig 
Chile. In addition $18 million will be used to buy petroleum 











ALLOCATIONS OF COMMODITIES TO BRITAIN UNDER ECA 
(Tons) 


en 


Ist Quarter [Imports from Import 
BCA. i 


Commodity Source Source Given Requiremeats 
| Allocation | 1947 { 194T* 
WEEE bccn icchivsscisiaticiee Canada 1,026,700 3,439,276 3,832,007 
aie if U.S.A. | 15,000 267 | 
OUI isin ticcctvcamkeaees. ieee Be i os iho } 194,000 
Bacon ...0..... secereeeceret } Canada | tases 98,186 | 154;680e 
WHONOD a cnawetectaaekuge oo U.S.A. 14,760 89,938 | 100,268 
sta Canada 12,105 71,923, | 
BE Aig evs e duels os ehees Chile 5.610 59.185 | 355,208 
- USA. 1,536 (a) | veg 
CMR an + dgambiend s vhs + oh she \. Canada 10.039 | 39.963 190,400, 
U.S.A, 19,500 57,690 | 
Zinc : SEESEACEREEEATAE CREE TE Canada 11,81} 49,865 t 222,000" 
Aluainiwepiges 05. 8 ae | Canada 42,812 95,830 142,800 
Woodpulp .... . Ss sens PMamadat 43,200 146,375 | 908,960. 
SUMO See 6. d,s. as eck eee } U.S.A. 78,304 | 305,159 |: 298,800 
Carbas BUMS. fia ss 6. sade | USA, 13,288 | 37,611 | (6) 
* Based on consumption in United Kingdom with allowance for domestic production, if any. 


t Inckudes Newfoundland. (@) Not separately specificd. () Not available. 
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from the Netherlands West Indies, $9,750,000 for petroleum from 
the Middle East and $7,500,000 for inedible 5 ; 
alcohol from Cuba. ee saidiaiadiiene 
_ The general authorisations to Western Europe include provie 
sions for intra~-European trade on a dollar basis. For example 
Austria has been allowed $4,500,000 to purchase, among othet 
things, wheat, tin plate and tin from the United Kingdom, 
Belgium and the Netherlands. Bizonal Germany has been 
granted over $10 million for steel from Belgium, newsprint from 
Sweden, potatoes from Switzerland, Belgium and France, and 
crude glycerine, cadmium and tin from the Netherlands. These 
— ee amount - 4" $26 million, bringing th 
otal authorisations to date for Wes i 

and China to $789 million. on ee 7 


rs , & : 
Trade Within Europe 


Thus, the revival of intra-European trade has. now beet 
accepted as one of the direct objectives to be served by ERP grants. 
An official of the Economie Co-operation Administration in- Wash 
ington announced this week that supplemental allotments to ” 
oo would bap ypon me July-September quarter 

purpose stimulati 
countries. ‘This ial, Mr Richard rit keh 


some countries in finding markets for their products in other 
pean countries. The consequent lagging of intra-European 
was described as a “ waste of products.” Under the suppl 
programme, dollars will be earmarked for purchases between 
countries. The main purpose of this innovation will be to 
sure that European resources are used to the full before c 


slowed down by the difficulty, : 
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n US sources of supply. These American proposals are to 
+ welded into an improved scheme of intra-European clearing 
which is being discussed by the OEEC Trade and Payments 
Committee. Mr Bissell himself will go to Paris next week and 
participate in the discussions, 

Candid reference to the intra-European payments problem was 
made by Mr. Harold Wilson, President of the Board ofsTrade, in 
a speech appropriately delivered this week to the Anglo-French 
Chamber of Commerce. Mr. Wilson cited the example of France 
importing farm machinery for dollars, while refusing licences for 
similar types manufactured in the United Kingdom, as an illus- 
tration of what the European Recovery Programme was not 
intended to do. Mr Wilson said that the United Kingdom would 
play its full part in discussing this trade and payments 
problem, which was now before the OEEC. He suggested that 
any scheme designed to imcrease European trade would call for 
contributions in the way of further credits from some of the 
stronger trading countries. He explained that last year Britain 
was roughly in balance with the rest of Western Europe on visible 
account. Within this global balance, however, Britain was paying 
gold and dollars to some European countries with which British 
trade was in deficit and lending money to those with whom Britain 
had a surplus. Mr Wilson concluded that it was imperative that 
in future other creditor countries should join Britain in giving 
credits. This exhortation was no doubt addressed to such countries 
as Belgium, which, however, can claim to have done fully as much 
in the extension of credit to other European countries as has 
Britain. The whole problem must be solved on a wider basis, and 
if American initiative in providing dollars for off-shore purchases 
within Europe is sufficiently bold, the most promising contribution 
will have been made to the solution of this crucial problem. 


* * * 


Spreading Next Winter’s Power Load 


In the coming winter, arrangements for restricting the 
industrial use of electric power will again be needed to reduce 
the peak electricity load and offset the deficiency in generating 
capacity. The target set by the Ministry of Labour’s special 
sub-committee for 1948-9 is less ambitious than that set in 
1947-8, when industry was asked to reduce its power load by a 
third during the peak hours in the six winter months. The sub- 
committee now recommends that there should be a reduction for 
industrial and commercial users as a whole of 20 per cent of the 
peak load next winter, during December, January and February. 
For October, November and March, the problem is rather 
different, and while there will still be a national deficiency, its 
e*teut wii! vary from area to area. The Regional Boards have 
therefore been asked to make such plans as they think fit to meet 
their particular circumstances during the milder months. 

In any event, it will be left, as it was last year, to each individual 
Board to work out, with the individual firms, the detailed arrange- 
ments for spreading the load. This may take the form of 
Staggering working hours, or transferring processes to night work, 
Or organising a powerless day—this expedient last winter proved 
the most acceptable and had the least dislocating effects. The 
schemes are backed by powers to deal with failure to comply, 

Restrictions of this kind, necessary as they may be, are not 
really a satisfactory solution of the problem, which can be met 
only by a sufficient expansion in generating capacity. It was origin- 
ally hoped that capacity would have been expanded by an addi- 
tional million kilowatts by the end of 1948. This would have 
rendered restrictions unnecessary. In fact, however, not more than 
400,000-500,000 kilowatts have been added, which will be absorbed 
by the normal increase in electricity load. The new capacity will 
thus. hardly alleviate the position. The slowing down of the 
development projects devised by the Central Electricity Board, 
Insufficient allocations of constructional steel and delays in 

véring materials and plant—these troubles will cast their 
shadow well beyond next winter. 

the meantime, the need for maximum domestic economies 

‘comes increasingly urgent. The report of the Clow Com- 
mittée, which has been in the hands of the Minister of Fuel and 

t for some weeks and may soon be published, may suggest 
Practical measures for reducing the non-industrial peak load, 

et by mechanical devices, or by differential tariffs, or by a 
Combination of the two. But its chief effects will be mainly 
long-term. Given all the technical difficulties it is hard to see 
how such measures can be made effective quickly. The published 
Plans for industrial and commercial users do not, indeed, suggest 
“any important new relief is expected measures to 
alice the domestic peak load in the coming winter. Is a mid- 

yy. Ancrease in domestic tariffs so repugnant to common sense 
and the nation’s ‘needs ? 
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Wheat Without Agreement 


The Wheat Agreement has been shelved. At last week’s 
meeting of the International Wheat Council in Washington the 
British delegate announced Britain’s withdrawai from the Agree- 
ment, owing to the non-participation of the United States. The 
United States was due to supply 37 per cent of the total guaranteed 
exports and the Agreement was clearly unworkable if USA did 
not participate, particularly as Argentina, Russia and Eastern 
European countries were not included in the scheme. 

In its declaration of withdrawal, the British Government 
emphasised its desire to negotiate a new Agreement. Such an 
Agreement could not come into force before 1949-50 crop year. 
This delay has many advantages, First, it will enable amendments 
to be made to the administrative clauses. Secondly, if good 
harvest prospects materialise, much more favourable prices for 
importing countries are likely to result. The maximum price for 
the first year might conceivably be 50 cents lower than the $2 a 
bushel proposed last March. 
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This year’s American wheat crop is expected to total over 
1,200 million bushels against 1,400 million last summer, The 
maize crop will also be large, although it is not yet assured; a 
yield of 3,300 million bushels is expected compared with the 
record crop of 3,250 million bushels in 1946-47 and 2,400 million 
bushels in the following season, when so much damage was caused 
by floods. As a result the United States is expected to have at 
least 400 million bushels of wheat available in 1948-49 for export— 
its quota under the Wheat Agreement would have been 185 million 
bushels. News from Canada is not quite so encouraging. Some 
of the wheat in the Prairie States has been damaged by the 
drought and total acreage is smaller than last year. Nevertheless 


“ Knowledge is of two kinds. We know 
a subject ourselves, or we know where 
we can find information upon it.” Not all 
Dr. Johnson’s dicta are accepted to-day 
(e.g. Is claret the liquor for boys and 
must one drink brandy if one.aspires to 
become a hero?) but few will quarrel 


with his views on knowledge. For ex- 
ample, business and other organisations 
requiring information outside their own 
subjects know that they can often find 
it at The Economist Intelligence Unit. 


22, Ryder St., St. James’s, London, S.W.l 
Telephone : Whitehall 1511 
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the wheat carry-over for the four main exporting countries on 
July rst is estimated at 350 million bushels compared with 225 
million bushels at the beginning of last season. 

Reports from Europe continue’to be good despite the recent 
weather and preliminary estimates of the wheat crop are illus- 
trated in the chart on page 119. Although it is still some 14 per 
cent below the prewar average, it will be larger than any crop 
during or since the war. Other grain crops are doing equally well. 
Again, wheat production in India has increased and the Asiatic 
rice crop is showing a welcome expansion. Provided that the 
harvests fulfil their promise, bread-rationing will certainly be 
eased in most European countries, if not discarded. But the 
level to which wheat prices will fall, will depend on domestic 
price policies, particularly in the United States. The new Ameri- 
can support price for the 1948 crop has been announced as $2 a 
bushel at the farm. This is, in fact, a guaranteed minimum 
price to the farmers. Last year’s rate was $1.84 a bushel. If the 
Commodity Credit Corporation has to buy large quantities of 
wheat at the guaranteed minimum, will it be sold to Europe under 
ECA at that price? Under free market conditions the price of 
wheat this Autumn should fall below $2 a bushel. 


* * * 


Cheaper Cotton and Wool ? 


There are at least some signs that the world cotton shortage 
will be eased during the coming season. The US Department 
of Agriculture has announced that the area under cotton in the 
United States amounted to 23,650,000 acres on July Ist, an 
increase of 10 per cent over last season. The harvested area is 
likely to total 23,223,000 acres compared with 21,269,000 acres 
last year amd 17,615,000 in 1946. No official indication of the 
crop has yet been published but it is at least heartening to see 
the cotton acreage back almost to its 1940 level. And trade sources 
have estimated a crop of 14 million bales against 114 million bales 
in 1947-48 and 8,500,000 bales in the previous season. 

American domestic consumption is expected to show a slight 
drop on last season’s figure of 9,000,000 bales, leaving over 
5,000,000 bales available for export. In 1947-48, US cotton 
exports amounted to only 2,300,000 bales and even in the record 
year of 1945-46, reached only 3,900,000 bales. | World stocks 
however, are low, being forecast at 14} million bales on August 
Ist, against 25 million bales at the same date in 1938. Thus, even 
with the promise of a larger Egyptian crop, the cotton market is 
not facing a rude shock. Nevertheless, prices are likely to be 
significantly lower than last summer, particularly for American 
grown cotton—and this, despite larger European purchases under 
ECA. The spot price for cotton in New York has already fallen 
quite appreciably. On July 13th it stood at 35.35 cents a |b. 
compared with 38.19 cents a month earlier and 38.87 cents a 
year ago. 

There have also been signs of some weakening in wool prices, 
though as yet they are not well defined. During the first half 
of June prices for crossbred wool in the Australian and Liverpool 
sales were 10 per cent lower, although merino prices were main- 
tained. Since then, however, the closing sales at Adelaide and 
Brisbane have shown price, falls of 10 to 15 per cent, including 
merino.- The last sale of the season opened in London on Thurs- 
day, as this issue of The Economist was going to press. Bidding 
was still fairly keen, but prices in general were about § per cent 
below the level of the Liverpool sales, with even more marked 
reductions for the inferior grades. 

The results of the London sale will be analysed with interest, 
for in recent years close-of-season prices have been fairly 
strong, because manufacturers and merchants bought for 
stock until the mew clip became available late in the autumn. 
Wool supplies have not altered materially. There is still a dearth 
-of the better qualities, although the nerino wools should be more 
plentiful next season. In the past few months the wool market 
has been firmly supported by buying on Russian, Japanese and 
German account, but such large-scale purchases are unlikely to 
continue for any length of time. Bradford, equally, may soon 
feel the effect of the reduced home demand for clothing—if it 
has not done so already. The export market, while it lasts, may 
however provide an adequate bulwark. 


* * * 


‘Opposition to Development Councils 


Leicester, as the centre of hosiery manufacture, is becoming 


,also a centre of ition to the Government’s policy of estab- 
‘lishing statutory Beveingtient Councils for selety. At the 


beginning of June, the Board of Trade published the draft order 
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for the establishment of a Hosiery and Knitwear Council gy 
asked for suggested amendments. Hosiery manufacturers helgy 
meeting and returned a unanimous answer. They wanted @ 
such statutory body, though they were prepared to set up! 
advisory council themselves on which the trade union should ® 
represented. Last Friday the Permanent Secretary to the Boiq 
of Trade visited Leicester to dispel “ misunderstandings ” abog 
the powers given to a Development Council by the Indust 
Organisation Act. He met not only with continued hostility§: 
the hosiery trade but also with a firm declaration by the boot gg 
shoe industry on the lines of that made by the hosiery manufgg 
turers a month before. The National Union of Boot and $fhg 
Operatives associated itself with the proposal to form a weak 
advisory body without statutory powers. Such a body, in & 
Government’s view, would be too weak to live a 

This is the first time a union has compromised with the em 
ployers on this issue, on which TUC policy has been fim 
since the Conference of 1944 passed a resolution in favourg 
Industrial Boards. Re-affirmation of that policy at Scarborat 
this year was intended not only to stimulate Government actig 
but to stiffen wavering unions and in particular the Boot gM 
Shoe Operatives. A 

There have been suggestions that the President of the Boag 
of Trade intends to force through the Hosiery Developmem 
Council Order before the next session, when the political atmo 
phere may well grow heated over the future of the steel industry, 
Perhaps this setback will cause him to go more slowly. Accornh 
ing to the Industrial Organisation Act, the Minister my 
submit the Order to an affirmative resolution of both Howse 
after consulting “any organisation . . . representative of substgy 
tial numbers of persons carrying on business in the industry? 
The Act does. not compel him to obtain their support. Yet the 
expediency of imposing a Development Council on an indusuy 
generally opposed to it may be questioned. And to choose um 
willing industries first seems likely to rouse unnecessary Oppose 
tion. It would seem wiser to make a start in an industry wher 
both sides are agreed. One such industry is furniture ; respon 
sible opinion in the furniture industry would welcome a D 
ment Council as a means of establishing recognised stan 
before the utility scheme ends. 


a * w 


Carbon Black 


One of the projects to establish in Britain the manufactur 
of ultra-fine carbon black was announced last week by Dawnay 
Day and Company. It is based on an agreement with the Ph 


Petroleum Company of Oklahoma, which is to lease the processe 


and give technical assistance. A site has been chosen for the plant; 
if the necessary approvals and permits are obtained, building my 
begin this year and the plant may be in production by 1 
The scheme has Board of Trade support, less for Gotta -sadi 
reasons than to attempt to assure the supply, at present prt 
carious, of a vital raw material. British mdustry uses about 55,0 
tons of carbon black, of all types, a year. Most of this (53,00 
tons) goes to the rubber industry ; the remainder goes mainly int 
printer’s ink. It is the fine blacks, channel black and the variow 
equivalent types developed in the last few years in the United 
States, which are critical. The life of a motor-tyre tread depends 
on channel black, or possibly (the tyre trade is not yet fimally 
satisfied on the point) on its substitutes. British consumption of 
channel black and its equivalents is about 36,000 tons a year; ill 
this is imported, and virtually all from the United States. Britain 
last year imported 40,000 tons of carbon black at a cm 
of $10 million. Consumption has approximately doubled sine 
before the war, and the prices (now between 7d. and 1od. a pound 
according to type) have doubled too. ye 
The approaching difficulties in the supply of channel blag 
were anticipated by the Government three years ago, a 
inter-departmental committee was set up, with Sir Charles Bruck 
Gardner as chairman, to inquire into the matter. Channel 
was made from natural gas in the United States oilfields. G 
many made it by burning anthracene and naphthaléne in a streall 
of coke-oven gas ; this was expensive in Germany and would ® 
excessively dear in this country. Even the American metho 
however, was an extravagant way of using natural gas resoufcti 
which the Americans found could be exploited in more profi 
able ways. As the other uses for natural gas have been develope 
channel black production has declined ; within a few years it maj 
cease altogether. There have been occasions since the war whit 
British rubber. tyre factories have had to work short time for wa 


yaaa 7. ee 
committee found that various American firms (among th 
‘the Phillips ry, the Cabot ny, and Colum 
Carbon) were new ways of ultra-fine vac 
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These processes vary, but are all based on the passi ef 
oil, oil gases or oi} ‘residues through ‘furnaces gp A 
the carbon. Any hydrocarbon can be made to yield carbon 
black, pale papers depend on the size and shape 
of the parti e American companies the 
processes claim that their ultra-fine furnace black can be 
in tyre treads as a.complete alternative to channel black. If 
this proves to be so, then the establishment of these projected 
factories will solve one of the most intractable worries of 
the British rubber industry. And even if the possibilities of sub- 
stitution do not prove unlimited, there is little doubt that they are 
considerable. The plant required is expensive (to build a plant 
capable of producing 
£300,000). It is still doubtful whether the scale of the investments 
now planned is large enough to supply the full British require- 
ments. 


3 


x * * 


Disinflation and Retail Sales 


Since the war May has re-established itself as the peak month 
in the spring retailing season. On May 11th the first batch of 
coupon changes came into effect. But an examination of the 
retail statistics for May published in the Board of Trade Fournal 
suggests that seasonal movement may have played a more impor- 
tant part than did the coupon changes in bringing about the rise of 
g per cent in the retail sales index. Sales of stockings and women’s 
outerwear (in which the coupon concessions were substantial) 
were only fractionally higher than a year ago ; indeed, since prices 
have risen over the year, physical sales were less. By contrast, 
sales of underwear and children’s wear were 12 per cent higher 
than May, 1947, and of men’s wear 25 per cent higher. Sales of 
household goods relapsed after a spurt in April, but food sales 
rose with the spring season. Sales of furniture continued to fall 
in May, and the validation of extra utility units on May 7th did 
little to arrest it. In one trade only was there a whole-hearted 
fesponse to coupon concessions: sales of boots and shoes, at half 
the former coupon values, rose by 25 per cent compared with 
April. These returns explain why Mr Wilson found it necessary 
to make further concessions in clothing coupons in June. 

Comparison of retail and wholesale stocks gives evidence of the 


121 
highly conservative policy which buyers are pursuing, especially 
for the larger retail stores. retail sales of clothing and 
footwear rose, stocks decreased in 


i : . Contrary to the general 
impression, stocks of women’s outerwear in retail were 
actually 5 per cent less in value than in May, 1947. But whole- 
salers’ stocks were 67 per cent higher, and many of the whole- 
salers themselves are now making efforts to keep their stocks 
down. This was the subject of a complaint addressed by the 
National. Union of Manufacturers to the Chancellor of the Ex- 
chequer last week: “Manufacturers are finding that wholesale 
and retail distributors are reducing their stocks, particularly of 
seasonal goods, but are expecting delivery when the demand arises, 
and this has placed the burden of a heavy volume of stock on the 
manufacturer.” 

i The biggest single deterrent to distributors from holding stocks 
is the fear of being caught with goods on which the purchase tax 
may be reduced. Under the new Finance Act the Chancellor 
has taken power for the first time to vary purchase tax by an 
Order. The National Union of Manufacturers has asked that 
purchase tax should not be so varied without pricr consultation 
with the industry concerned. 


* ao * 


Compensation for Gas 


The Government was defeated in the House of Lords last 
week when the Opposition rejected the method proposed under the 
Gas Bill of assessing compensation for holders of gas stocks. In the 

ns, the Government had, despite sustained criticism, de- 
cided on Stock Exchange prices as the basis of valuation. The 
Lords Amendment substitutes “reasonably maintainable annual 
income which could have been expected from those securities if 
this Act had not been passed, multiplied by such numbers of years 
purchase as may be appropriate in order to secure the payment of 
fair compensation.” A representative of the stockholders and the 
Minister should, the amendment proposes, calculate maintainable 
revenue and years purchase, with an arbitrator available in cases 
of dispute. 
In the findings of the Heyworth Committee, in these columns, 
and during the Commons debate on the Gas Bill, Stock Exchange 





An Annuity 


will offset reductions in interest rates 


For a man aged 65 (or a woman aged 70) the gross income 
for life from an annuity is over 10% of the purchase money. 


. 
(For residents n some countr es payments are exemp irom U.K. tax.) 


Enquire for details at your age. 


The Equitable Life 
Assurance Society 


Founded 1762 


| 19 Coleman Street, London, E.C.2. 
























STANDARD LIFE 
ASSURANCE COMPANY 


For Mutual Assurance 
Established 1825 Assets exceed £54,000,000 
SPECIAL ATTENTION IS DRAWN TO THE FOLLOWING CONTRACTS:— 


1. BUSINESS MAN’S POLICY . Inexpensive 
Life Assurance with options to convert at a later date 
to an endowment assurance either with or without 
profits. 


2. FAMILY INCOME POLICY The | deal 
contract for a young married man: maximum life 
cover at minimum cost. 


3. POLICIES FOR CHILDREN (a) “ Public 
Schools” Policy. Provision for education by means 
of premiums spread over the early years of a child’s 
life. 


(6) “Early Thrift” Policy. Should be effected as 
soon after birth as possible to provide a splendid 
life or endowment assurance policy when the child 
attains the age of 21. 


(c) “ Family Protection” Policy. A policy on ~ 

ife of a nt incorporating v: options on 

life of his child at age 21. Income tax rebate is allowed 
» on the premiums. 





An enquiry will bring full particulars. 


HEAD OFFICE: 3 GEORGE STREET, EDINBURGH 


LONDON OFFICES: 3 Abchurch Yard, Cannon St., €.C.4, toa Pav Mail, $..1. 
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prices for gas stocks have been condemned as an unsatisfactory 
basis for compensating the owners of the gas industry. The 
reasons for this criticism are two-fold.’ Many gas stocks are 
not quoted on the Stock Exchanges of the couaety at all, and 
even when they are quoted gas stocks are not active, and prices 
are largely notional. Secondly, the tendency for market prices 
to undervalue an undertaking is pronounced in the case of 
gas shares. The efficient gas companies, bound by the statutes 
under which all gas undertakings operate, have built up assets far 
in excess of balance sheet valuations, and market prices for gas 
stocks have naturally failed to reflect these increases. 


The Government’s reasons for preferring Stock Exchange prices 
for valuation are not convincing. When this method was adopted 
in the case of the railways and electricity, there was far less criti- 
cism, because the great majority of the undertakings involved were 
represented by quoted securities. As for the Government’s desire 
to get compensation out of the way quickly, will it really be so 
much quicker to ascertain what valuation investors might have 
placed on gas securities had they been quoted, than to follow the 
Lords’ proposals ? 

* * * 


UK—Norwegian Payments 


The payments agreement recently negotiated between 
Britain and Norway introduces a new feature in the financial 
relations between the two countries by setting a definite limit 
to the amount of the other’s currency which each party is pre- 
pared to hold. This limit is fixed at Kr.100 million and £5 
mill.on respectively. Thus the Bank of England, acting as agents 
of the British Government, will sell sterling to the Norges Bank 
as required by residents of Norway to make payments within 
the sterling area. Norwegian kroner deposited against these sales 
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Shorter Notes, ... - 
The Italian Government has now agreed to’ assume respy 
bility for Italy’s' share of 20} per’ cent in the interest guara 
on the Austrian Government 4} per cent Loan, 1934-59. Fling 
will be provided to meet interest payments, including Trean 
To this announcement the Stock Exchange responded with 
in the Austrian Loan on Tuesday from 65} to 73}. The ft 
Government has, however, failed so far to similar 
respect of the Italian share in the Ax nt redemption guars 


British exports in June stewed a value of £134 million, hich 
is 40 per cent in excess of the 1938 figures and ahead oft 
Government export target set for mid-1948. June exports 
creased by £4,000,000 over May, when the daily rate was 134 pq 
cent of the prewar figures. But as the President of the Boar , 
Trade has shown this week, there is still “no real narrowiny gd 
the gap in our overseas balance of trade.” Moreover, the ¢ 
of the dock strike were not felt in June “ because exporters Wen 
allowed UP to 6 days after final clearance of a ship to send 
returns.” x 


The danger of a strike in engineering over the casi 
rejection of the unions’ wage claim has been averted. By g 
overwhelming majority (992,000 votes to 114,000) the Execy t 

of the 37 unions represented in the Confederation of Shipbuilding 
and Engineering Unions decided this week to ask the Minister d 
Labour to set up a Court of Inquiry, under the Industrial Cour 
Act, to investigate the whole question of SpepreNS wages, . 

separate Court will deal with the shipbuilders’ claim, ‘ 


Summary figures of steel et? announced by the Brit : 
Iron and Steel Federation show that the average weckly p Dro 
duction of steel ingots and castings in June was. 297,000 

































































of sterling will be credited to the Bank of England No. 1 account This represents a rate of production of 15,444,000.tons a ycar—iy - 

T 7 : —— the 
at the Norges Bank provided that the balance standing to the highest yet recorded in any month. € previous higher sepa 
credit of that account does not rise beyond the ceiling of Kr. 100 (15,283,000 tons a year) was reached in April, The rate a m0 past 
million. If the balance has reached this limit, further sales will duction in June, 1947, was 13,206,000 tons a year. Product deta 
be against gold to be set aside in the Bank of England’s name of pig-iron, however, fell slightly from a weckly average of 18 figui 
at the Norges Bank. Conversely, gold will be earmarked in tons in May to 181,100 tons a week i in June. Five -" 

London on Norwegian account if the Norwegian balance in its . hy 

No. 1 account with the Bank of England rises beyond the limit In the first 5 months of sian 2,887,000 work people benefited BR divic 

of £5 million. Under the new agreement, sterling held by Nor- from higher pay, involving a net increase in their wages bill d Divi 

wegians will only be transferable to residents outside the sterling £831,600 per week. In the transport industry 770,000 peopk ME prof 

area on an administrative basis, each operation being subject to received’ increases, in textiles 518,000, the clothing indusay te 
the consent of the Bank of England and the Norges Bank. Similar 342,000, and metal, engineering and shipbuilding 327,000. {ie Sun 
arrangements have been made for the use of Norwegian kroner highest average increase per head was recorded in the distributive 

by sterling area residents when making payments outside Norway trades, where 56,500 workers share an additional £22,100 pet 

and the sterling area, week. T 
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SECURITY PRICES AND YIELDS - Dir 

A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company. 
reports appear in the Supplement: Associated British Pictures; British Plaster Board; British Sugar Corporation; Bite A 
Timken; Pye Limited. a 

nearer eee er po eo Oe Ser RR RC 

Prices, i} \ Price, | i Yield, Grose Prices, | i} caus 
Year 194% ; yin Year 194. | . |) Prion, 

Jac. 110 July4)) Name o: S curity i July 7, | July 14, | PES | Jug, (Jan. Ito July)4) 3 —o \ Name ot Security I} July 1, ‘a 14, F I 
High | Low: H a eae ee we | (m) | High |Low | @) @ @ i i 7 ope Plea 
1H 101 yin bitte a aes, 101 lie i A £ sd. | £ sd. 7 cn eee gs eee, oe ae eee a Cee — oe 

li ar agust | } ios 1 5 We) %™ | %& Other Securities i} a u 
J01 4, | 100} (Exchequer Bonds 14% Feb. 15, 1 108 10; ,0 8n|1 39) } 4% 
7 a | 100} || War Bonds 24%, Maren 1, 1981-83) 102 | 102, 10 7 blk aie oa | et di id ‘gaa ee iver: | a 1a bn 
W024 | 100 | War Bonds 24% March 1, 1952-54. 102% | 102, '0 14 3/ 1 18 Ie rt <9 (d) (@) Saagation Sh ia 101 (3 9m 
soo ie 54% (alter Dec gi med aa | 3 eee & é 0 ¢; 90 ¢ | Anglo-Amencan Garp. 16s. 6h | 3193 es 
a Wma Toe 15, 194-56 | 102m | fxd 2 1 4/2 3 4 109, | j 5 a| 25 b|l\Anglo-Iranian Oil (1 3 13 9 Mee othe 
10st | i00t Nationst Bef See" 3% J oT nig, 105 4 Oe | TS 0) 2 8 18t 16/6 | eae lB e| £15 €} Asane. PortsCem. Ord. Stic. fi | 73/9 1 1 loss 

Ni uly 15, 1954-58) 10sjxd) 104 1 4 1/220 61) 38/6 We Me sis Boles 6 8. 

305 | «10lI | War Loan 32% Oct. 15, 1955-59... 104% | 104 01 4 9/211 97) b47-] 4 Sel te eas a 5 fic 318% o 
103; | 100 \'Savings Bonds 3% Ang. 15, 1955-65 oes | 1OLpxd 120.10 2 17 51, 208 +2 | 4205) 45 @||Bass want a 26 eee 
10l_ | 96}: Bamding 24% April 15, 1956-61....)) 100% | 200% yi 7 9| 230207) 104/9| 85/-| 8a! 12 6) British Oxygen Ord. fl... ai 46 
$02} | 88). j)Kunding 5% 15, 195969..4..// -1OL% ,.20le 111 4/218 77) 46/13) 37/3| 2ha| § b \Courtaulds Ord. fT... 400m. 

} | 110} | Funding 4% May 1, 1960-90..°°. 13f | 195 | 1 141258 te! 32/6 © ob. death oan 31/6 
Wah | $14 | Savings Bows 3% Sept. 1, 1960-70, 1014 | Oly | 112 1 | 2 9. 61), 32/104 Lis ee) 
9 | S24 | Savings Bonds 24% May 1 95 | 95 115 1/216 6!) 19/91 e+ BE a RB} T 
ns | 12 puictory Bonds 4 ”% Sept. " 990-16 14g | M5 | T 4 7/28 4%) 63/-| ae] 3a) 7 / add 
301 96 avings Bonds 3% Aug. 15, ses 100} | x@ 113 8)3 0 8! 6%) 5 | I3ha| 19} ts i 
a pecan yi Feb, , 208fxd) 108)xd 1 2 10 |»2 16 BI) 48/9 | 40/3 10 ¢| 10 c|\Lanes CottomOrd. Sik. Zi. || ak | 34 " 
a3} | 14) Treas Site, 249% falter Abe, 1 Tse 105 | 105 | 2.10 9/3 2 47) 6/6| 46/731 5c] 10 € 476 | 4 & § 
er ae peek ome % (alter Apr. 1, 1975) 76% | 76) | 1 16 2/3 6 if) cl 10 ¢ i i tion 
2 | ae Trees. stale Apt. 5 1966) 4 oF 1215 0/3 Saif) 25¢| Slim ae \¢ Div: 
aa | a mem ee peas 3) 3 S855 1 "ihe 'Pradential ‘A’ {1........ | aa 3 ce 
101; | 96 [British Electricity 3% Gtd. 1968-73" 100 Plas 3/3 e2 oul mt bd »pV/3 Pro 
983 | 33 |British Transport 3% Gtd. 1978-88]! “96 fs SF (1°15 $13 3% | : sr /6 i 
200} | 958 ||British Transport ont 3% Gtd. 1968-73!) OBE | 100/113 613 1. n ~ 6 : 

Redemption yields on stécks Optionally or boally hedeemable within the next Gve aa | ¥ at} a@ “it seen ool ‘7 a) 4 9 

: “CASEI MORRO AC OEMS eco ee a oi ‘ eee : Oe 

at the ea (6) Final. ic) Whole year. $a foc: pelts pean (9 To caren: 

ast #) Net yields are ted (g) Also a bonus of 2} per cent free of income tax. Yi 

hae Terabe sears we + -alohitaactinecraloales adomealt 





LA AAO ELA SR RNR ele ge am 











bE 


i 


} = 

| — 
| o 
em Snr 


oo 





dein 





SP Pee 09 Rr SD He GCE SS 09 GID Bm Oe Gi Gi BO HTS 


ee Al 
ng li nner 


BS 





e 


fo 
AX. vs 
hs. 
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COMPANY MEETINGS 
Se 


THE NASSAU 


INVESTMENT CORPORATION. 


LIMITED 


TEN YEARS OF PROSPEROUS GROWTH 
SOUNDNESS OF MANAGED INVESTMENT POLICY 
INCREASE OF CAPITAL APPROVED 
MR R. K. FRAAY’S ADDRESS 


The tenth ordinary general Baa sea the 
Nassau Investment Corporation, Limited, 
was held on the 30th ulumo, at Prudential 
House (adjoining Unit Security House), Fox 
Street, Johannesburg. , : 
Mr R. K. Fraay, the chairman, presided 
and, after declaring the meeting properly 
constituted, said: Ladies and gentlemen,— 
This is the tenth annual general meeting of 
corporation, and in moving the adoption 
of the directors’ report and audited accounts 
for the year ended December 31, 1947, I 
suggest that, as these have been in your hands 
for some time, we take them as read. I shall, 
as usual, first refer briefly to the main 
features of the accounts before you. 


PROFIT AND LOSS ACCOUNT 


In order 10 give the fuilest possible infor- 
mation to shareholders, compatible with the 
interests of the corporation, the annual 
accounts of the companies forming our group 
ase now published in such a manner that 
the different sources of income are shown 
separately, instead of in one item as in the 
past. The accounts before you provide this 
dewiled information, while comparative 
figures for the previous year are given in the 
margin. 

The total revenue received during the year 
was £215,706 (last year £207,992), sub- 
divided as follows :— 

Dividends received and accrued £112,651 
Profits, less losses on investments 


SS em mee 102,860 
Sundry revenue oo... cides cee ete eee 195 
£215,706 


The total expenditure was £44,663 *(last 
year £36,347), sub-divided as follows: — 


Administration expenses 2.2.24... 13,899 
WE 5... cn eae i 25,243 
Series... iwinikihwiwks 158 
Directors’ fees and bonuses ...... 5,363 

£44,663 


After deducting expenditure from revenue, 
the net profit was £171,043, as compared with 
LE in the previous oes You will see 

the higher expenditure was mainly 
caused by an increase in “Interest paid.” 

fT am sure that you have * noted with 
pleasure that the revenue under “ Dividends 
received and accrued” has increased by an 
amount of £15,588 in comparison with 1946, 

an increase under this heading shows 

the strength of an investment company stich 
a yours. There was a decrease under the 
other two headings, namely, “ Profits less 
on investments realised” and “ Sun- 

dry revenue,” but I feel that the final result 


is highly gratifying. 
APPROPRIATION ACCOUNT 


“To the net profit of £171,043 must be 
Ree ne eee ee 
— the nin ‘car. 

@ wial of (239.529. The following alloca- 





STR ReR eee eee eee eee eeeeee 125,000 
Provision for taxation ........:....4. ‘ | 
a 141 
Leaving a balance to be carried ew 
ME loos sacsectaasthon 98,029 





At! 


£739,529 


BALANCE SHEET 


The amount of the authorised and issued 
share capital of your corporation remains 
unaltered at £500,000, but in terms of a 
special resolution of shareholders passed on 
May 29, 1947, each £1 fully paid-up share 
was divided into four fully paid shares of 
3s. each, The capital of your corporation 
therefore now consists of 2,000,000 shares of 
3s. each, all fully paid, 

Your directors consider it expedient to in- 
crease the capital to £1,000,000, and an extra- 
ordinary general meeting of shareholders has 
been convened to follow this meeting. I will 
refer to the proposals to be made at this 
extraordinary general meeting later. 

General Reserve—General reserve remains 
unaltered at £500,000, and as this reserve 
now stands at the same amount as the capital, 
your directors do not consider it necessary 
to add to it by an appropriation from the 
profits made during 1947. The other items 
on the balance sheet do not call for any 
special comment, with the exception of 


INVESTMENTS 


The investments of your corporation at 
December 31, 1947, consisting of shares in 
28 companies, appear on the balance sheet 
at cost—that is to say £1,691,514, which in- 
cludes brokerage. The market value of these 
securities, based on the ex dividend quota- 
tions on January 5, 1948 (the first business 
day in 1948 on the Johannesburg Stock 
Exchange), was £1,828,650. The market 
value of your holding was therefore £137,136 
above cost, which is a distinct improvement 
in comparison with the position at the begin- 
ning of 1947, when the market value was 
£54,646 below cost. 

This is naturally very gratifying, but as I 
have said so often—do not attach undue 
importance to market fluctuations. The 
strength of an investment company lies 
principally in a first-class investment port- 
folio and sound and active management. 

As I advised you in my last address, a 
considerable part of the investment holding 
of your corporation consists of shares in our 
associated companies, and these investments 
have proved to be very valuable. The divi- 
dends on our holding in these companies now 
constitute the main portion of the dividend 
income of your corporation. 


INCREASE OF CAPITAL 


This meeting will be followed by an extra- 
ordinary general meeting of shareholders, 
‘when resolutions in regard to an increase of 
the capital of the corporation, and the adop- 
ei of new arti of association will be 

Tt is proposed to designate the existing 


shares “ ordinary shares” and to create a 
further 1 (000 ordinary shares 0f'Se. each 
and 250, five PF cent. cumulative pre- 
a on each. 

present articles of association were 
ee ne ger saadooes 
comply with the present-day require- 
ments of the Johannesburg Exchange. 


123 
Council of the Stock Exchange, London,. 
a quotation of the shares. of ons 
tion in that financial centre. copy..of 
proposed new articles of association has 
open for the inspection of shareholders at 
the registered offices of the corporation since 
June 7, 1948, and I do not think, therefore, 
that it will be necessary for me to report 
further in this regard. 

In connection with the proposal to.in- 
crease the capital of the corporation, I have 
tO pomt out to you that the accounts before 
you show. that an amount of £554,354 was 
owing -in respect of loans and bank over- 
drafts at December. 31. 1947, and further 
capital is also required for investments 
which have been obtained in new. concerns 
since the  beginni of the. current year. 
This shows the acvisability. of increasing the 
capiial, thereby enabling your corporation 
to expand still further, 


af 


BOARD'S PROPOSALS 


The. notice convening the extraordinary 
general meeting of shareholders was sent to 
shareholders together with the notice of this 
meeting, and I am sure that the proposals to 
be made to you are quite clear. 

Your directors are asking for authority to 
offer the 250,000 five per cent, cumulative 
preference shares of {1 each to be created, 
at 20s. 6d. per share, and therefore at a pre- 
mium of 6d. per share, on such terms and 
to such persons, whether shareholders of the 
corporation or not, as the directors may 
determine, provided that no such offer of any 
preference shares shall be made by the direc- 
tors after June 30, 1949, without the con- 
sent of shareholders in general meeting. It is 
the intention of your directors to place these 
shares as soon as possible, and to give pre- 
ference in allotment te our shareholders who 
apply for such shares. A form of application 
for these cumulative preference shares was 
sent to shareholders together with the notice 
of the extraordinary general meeting, and 
shareholders who wish to apply were asked 
to complete and return the application to the 
corporation on or before July 21, 1948. I 
might mention that a number of applications, 
duly completed, have already been received 
from shareholders. If shareholders apply 
for more than the whole issue of 250,000 
cumulative preference shares, it is the inten- 
tion of your directors to allot all these shares 
to shareholders only, and to make a pro rata 
allotment. 


OFFER TO ORDINARY SHAREHOLDERS 


Your directors are also asking for authority 
to offer to ordinary shareholders: registered in 
the books .of the corperation at the close of 
business on December 31, 1948, the 1,000,000 
new ordinary shares of 5s, each, at 15s. per 
share, being at a premium of 10s. per share, 
in the proportion of one new share for every 
two shares held at that date, fractions being 
disregarded, and for the necessary power to 
allot and issue any of the new shares not 
taken up and ‘also the shares resulting from 
fractions, to such persons, whether share- 
holders of the corporation or not, and at 
such prices (not being less than 15s. per 
share) as the directors may from time to time 

fit. It is the intention to utilise the 


tion will then amount.to £1,000,000 divided 
into 3,000,000 ordinary shares of 5s. each, 
and 250,000 five per cent. cumulative prefer- 
ence shares of £1 each. 

I am sure that the proposals to be made 
at the extraordinary general mecting will 
meet with the full approval of shareholders, 
because these two issues—cumulative prefer- 
ence in July, 1948, and ordinary shares at the 


—" wa 


pec are age 
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offering. I might add that I am confident 
that it will be possible to maintain the divi- 
dend of 25 per cent. per annum on the ordi- 
nary shares, even on the increased capital. 


GENERAL ASPECTS OF INVESTMENT 
MARKET 


The South African investment market has 
been passing through a very difficult period 
during the last few years. Market conditions 
have been rather erratic, with considerable 
fluctuations in prices from time to time. A 
few of the better known industrial shares 
have been on the upgrade, but most dividend- 
paying gold mining shares have constantly 
given ground. 

The question is often asked whether an 
early improvement can be expected. It is, 
of course, impossible to forecast market con- 
ditions with any degree of certainty, but I 
feel confident that the market will improve 
in the not too distant future. I base my 
conviction on the expectation that some- 
thing will have to be done by our govern- 
ment to assist the gold mining industry, to 
enable that industry not only to continue 
its present operations, but te expand further, 
to the benefit of this country as a whole ; 
and in addition, on my often expressed 
opinion that the gold price must eventually 
rise to a figure bearing a truer relation to 
commodity prices and production costs than 
does the present figure. 

The difficulties which confront investors 
at the moment show clearly that, more than 
ever before, investing is becoming a pro- 
fessional occupation which can best be left 
to investment companies and investment 
consultants. We in South Africa must not 
overlook the fact that the same difficulties 
are being experienced by investors in over- 
sea countries, not only by individuals, but 
by trust and insurance companies, banks, 
etc. For instance, one American banker 
complained, some time ago, that his in- 
stitution was subscribing to eight investment 
information services. All these services were 
unanimous in their opinion in June, 1946, 
that share prices would go higher, but within 
90 days of that forecast, the worst decline 
in a decade was experienced. If professional 
consultants and investors admit that they 
have to contend with considerable difficulties, 
it stands to reason that these difficulties must 
be even greater for individuals who do not 
command the necessary technical information, 
etc., which is necessary in shaping an in- 
vestment policy. 

These were the considerations which led 
to the establishment of your corporation, 
which will have been in existence for 11 
years on October 21 of this year. 


CORPORATION'S PROSPEROUS GROWTH 


Much has been written and said lately 
about the advantages and disadvantages. of 
the managed investment movement, not only 
in this country, but overseas, I am justified, 
therefore, in quoting to you today some 
particulars obtained from the records of your 
corporation covering the period from its in- 
corporation, nearly 11 years ago. ; 

Your corporation was regi on October 
21, 1937, with a nominal capital of £50,000, 
divided into 50,000 shares of £1 each, Only 
26,000. shares were then applied for and 
issued, while the balance of 24,000 shares 
was placed privately at a later date. . All these 
50,000 shares were paid for in cash at par. 


SUCCESSIVE CAPITAL INCREASES 


On October 31, 1938, the nominal capital 
was increased to £250,000. In accordance 


with a prospectus dated November 10, 1938, 


50,000 shares. On 
December 31, 1938, the total issued capital 
of was therefore £100,000, 
divided into 100,000 shares of £1 each 


During 1942 a further 150,000 shares were 
issued to shareholders, at 30s. per share— 
that is, at a premium of 10s. per share, and 
this premium, amounting in total to £75,000, 
was transferred to general reserve. 

In May, 1943, the nominal capital of your 
corporation was again increased, this time 
to £500,000, by the creation of a further 
250,000 shares of £1 each. 125,000 of these 
shares were offered to shareholders registered 
at the close of business on June 30, 1943, 
at 40s. per share. Of these, 124,524 shares 
were taken up by ehareholders, while the 
remaining 476 shares were placed at 74s, 6d. 
per share. The total premium of £125,821 
resulting from this issue was added to general 
reserve, which at the end of 1943, stood at 
£220,000 while the issued capital was then 
£375,000, divided into 375,000 shares of 
£1 each 


The remaining 125,000 shares of £1 each 
were issued to shareholders at 60s. per share 
in the beginning of 1946, thereby increasing 
the issued capital to £500,000, while the 
whole of the share premium on this issue, 
amounting to £250,000, was added to general 
reserve. As already mentioned, the {1 
shares were divided into four shares of 5s 
each in accordance with a special resolution 
passed on May 29, 1947. 


A PIONEER UNDERTAKING 


Your corporation was the first managed 
investment company of the unit securities 
group to be established, and during the 
years 1944 to 1948, participated jn the 
establishment of a further seven investment 
companies in this group. 

The history of your corporation has, in 
my opinion, proved the soundest of the 
managed investment policy. As I have said 
so often, managed investment companies are, 
in effect,. nothing but -parmerships with 
limited liability of a great number of in- 
vestors, who entrust to the directors of their 
company part or whole of their resources in 
order to invest their combined funds to 
common advantage, and in such a manner 
that these companies can do better for their 
Ronieeam than. individual shareholders 
can do. 


The revenue of these companies consists 


(1) Dividends received, 
(2) Profits less losses on investments 


-Tealised, and 


(3) Other revenue, such as underwriting 
commission, cic, 

In arriving at the revenue derived from 
*“(2),” only profits and losses on securities 
actually sold during the year are taken into 
account. 

The net profits of the managed invest- 
ment companies forming our group are 
allocated in such a manner that, whenever 
possible, substantial amounts are appropriated 
for building up strong reserves and con- 
siderable balances on the appropriation 
account over a period of years. The balances 
on appropriation account may serve as divi- 
dend equalisation funds. 


VALUATION POLICY 


The holdings of the companies are, at the 
end of each year, shown at cost, while in- 
formation is also given on the balance sheets 
and in the directors’ reports about the market 
value of the holdings, 


market value, due to market i 
cout have repcaredis ald shencatinn trie 
various companies in our group—as I ha’ 


told you today—not to attach undue im- 
portance to market fluctuations. In 
companies acquire their holdings mainly for 
investment: t 1s to Say, to l 
an income dividends. 


Under this policy it is, of course, possible 
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that certain investments ‘ 
mabe uloaeon atte cod eae . Whi c 
other investments show an appreciation ge” 
cost. In the case of the holdings Of i | 
corporation, for instance, some shares ha 
at the end of 1947 had a market value bee 
cost, while -other securities showed , 
appreciation above cost, but the positign As 
a whole is always clearly shown. 
_ Market value of investment secu 
in my opinion, not a true standard of 
subject, as these market prices are, to fly 
tions due to a variety of Causes which by 
nothing whatsoever to do with intrn, 
values. "That is the main reason why it m 
decided by the directors of your corpora 
and subsequently by the directors 
associated companies, to show iny 
on the balance sheet at cost, accomg 
by a statement as to the market v. 
only to take account in our profit and by 
account of profits and losses when 
actually made on realisation. ne 


SHAREHOLDERS’ INTERESTS PROTECT 
It is my considered opinion that the iny 









ment policy followed by your corporation aaj T 
its associates is the best policy for protecingme at ti 
the interests of shareholders in investmgit be 
companies, because I realise that shareholdgime thro 
in such companies are mainly interested sons 
obtaining regular divi and holding i Pi 
vestment securities which are readily mag ate 
able, while they are quite prepared ‘to ie 31 
the management of their funds in the’ reali 
of the directors and management of ai 
company.  cesu 
It will be realised that it usually t# of f 
some considerable time before such inves 
ment companies can be firmly estab 
Some companies may be established { 
may have acquired their investment portiol D 
just before a temporary upward moveme peric 
the market takes place, and the resully tion 
the first year’s operations disclosed ‘ip j Or 
published accounts may ‘then give fise sistix 


exaggerated expectations. Other compat 
may commence business and acquire the T, 
portfolios prior to a downward trend ina 
market taking place, and the holdings of gx 
companies would then naturally show @ 
preciation in comparison with cost. 
critics contend that companies in sud. Al 


position should not distribute their ing _ Or 
by paying dividends, but should retain incle 
income against the depreciation of the £91; 
folio based on market value as com N 
with cost.. An individual holding inv was 


whose market value was lower than GUI dedy 
would still regard dividends received asi 
come, and 1 consider that managed invest 
ment compani¢s, being simply partnershiy 
with limited liability, should do the @ 


They should therefore distribute thet D 
portion of their income in dividends to shat@® alrea 
holders, and utilise the balance to build WIR of a 
substantial general reserves over a period! share 
years, : _o #® £501 

Your corporation has passed through Wm £472 
difficult times since its inception, due 02 divid 
war and the uncertainty prevailing im OMe pract 
prewar and postwar periods. It is thentl@®l paid 


interesting to recall what has happened diel dend 


ing the 11 years of its existence. Ay 
ing 

GROWTH OF DIVIDENDS from 

: ; ; te 4450 

Before quo particulars in conneci® pa 

with income expenditure, eic., I serve 


like to state that your tion has pi 
regular dividends to. its siot pe 
its inception, at the following rates: —-" — 
Year ended ivides 
December 31 cent, 


PRR eee meee eee eee eee 


SOR eee ee eee eee wm eeeeeee 
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ile an interim dividend of 12} per cent. 
= t of the financial year em- 
ber 31, 1948, was declared on June 19th of 


this year. 
MARKET VALUATIONS 


As could be expected, there have been 
considerable fluctuations in the market value 
of the holdings of your corporation, as com- 

ed with cost during the ten years since 
the inception of your @orporation, as the 
following figures show:— 


Appreciation Depreciation 
above cost below cost 
per cent. per cent. 
wee ase — 0.50 
1939... — 7.83 
1940... _ 8.32 
ee 828 5.09 —_ 
ee o2i.i. “= 0.58 
oe ....3: 1.12 _ 
1944... — 7.30 
1945... 4.80 — 
1946... — 3.00 
1947_—«w.. ss) BD -— 


The information quoted gives the position 
at the end of each financial year, but it will 
be realised that such fluctuations occur 


throughout each financial year for the rea- 


sons already stated. 

Profits and losses on investments realised 
—from October 21, 1937, until December 
31, 1947, the total profits on investments 
realised amounted to £602,836, and the losses 
on investments sold amounted to £160,649, 
resulting in a net profit under this heading 
of £442,187. . 


INCOME AND EXPENDITURE 


Dividend Income.—During the same 
period, the dividend income of your corpora- 
tion amounted to £472,665. 

Other Income.—The other income, con- 
sisting of underwriting commission, etc., 
amounted to £12,106. 

Total Income.—The total income for the 
period was £926,958. 

Interest Paid.—The interest paid by your 
corporation on money’ borrowed was 
£113,770. 

Other Expenditure —Other expenditure, 
including directors’ fees and bonuses, was 
£91,929. 

Net Profit and Taxation.—The net profit 
was £721,259, from which amount must be 
deducted £73,034 for taxation, leaving 
£648,225. 


DIVIDENDS AND RESERVE 


Dividends Paid to Shareholders—I have 
already given you information about the rate 
of annual dividends declared and paid to 
shareholders. These dividends absorbed 
£501,018 during the whole period, while 
£472,665 was received by the corporation as 
dividend income. This will show you that 
Practically the whole amount of dividends 
paid to shareholders was derived from divi- 

received, 
_ Appropriations to general reserve: Dur- 
ing the period £49,179 was appropriated 
the profits to general reserve, while 

90,821 was received as premium on new 

ares issued and transferred to general re- 

e, thereby creating a total reserve of 
W000. During 1946 and 1947 no 
@ppropriations from the profits were made 
@ general reserve, as it stood, during 


© years, at the same total as the issued 
capital, 


BALANCE OF PROFITS 


The balance of the profits made Suriog the 
0d were utilised to increase the balance 
(ao etion account, which stood at 
We? at the end of 1947. The gradual 
Stengthening of your corporation’s position 
clearly shown by giving particulars of the 
on appropriation account at the end 


of each financial year. These balances were 
as follows :—. 


Bs Go i. pce teri + £1,428 
SOOO Seocssseaseek he 1,207 
BE inci denne e vaneuautelanatcn 2,239 
BOE f Siti itice neers ialnan ae 2,567 
BGR vsrssortes tees L taal 3,414 
WO jin 0, sibs guatec a 7,202 
Oe  BHLT REALE. 7,218 
SOURS hides ts -ssccs ciao 22,059 
BOE -.« csaerdie ts Capenseodasiiid 68,486 
SFT. «ndieavns ani equate entacas? 98,029 


I attach very great importance to the 
gradual building up of the balance on appro- 
Ppriation account, because I consider this 
balance to be in the nature of a fund for the 
equalisation of dividends. This balance can, 
if the position warrants it, be utilised to 
maintain the same dividend if, during any 
one year, there should be a drop in the net 
profits. 


INVESTMENT PORTFOLIO 


The cost of the investment portfolio of 
your corporation also gives a clear picture 
of its gradual growth. The investments at 
cost at the end of each financial year, were 
as follows: — 


NR SA ae £140,626 
OF a8 cee) 181,468 
ee Fok ee 144,719 
MS ee 198,873 
WO eo es 633,568 
NU didi Sebi ei sin deiel 1,069,727 
GN si tiiccictsciiiel 1,169,084 
MG cuss time win 1,422,639 
MOOG 3. eaves. 1,819,328 
7 8 cea, 1,691,514 


NUMBER OF SHAREHOLDERS 


The original number of shareholders was 
small, but an ever-increasing number of in- 
vestors was gradually attracted to invest part 
of their funds in your corporation. There 
was a period during which a number of 
shareholders sold their shares because they 
were under the impression that it would be 
impossible for your corporation to maintain 
its dividends. I am glad to be able to report, 
however, that the demand for the shares of 
your corporation has increased substantially 
again during recent years. As a matter of 
fact, during the last year alone, the number of 
registered shareholders in your corporation 
has increased by 72 per cent. 


The shares of your corporation are, at the 
moment, dealt in on the Johannesburg Stock 
Exchange at 22s. 6d. per 5s. share, and they 
constitute one of the most attractive invest- 
ment counters on the market, yielding as 
they do slightly under 6 per cent. on the 
present market price. This yield is -based 
on the dividend at the rate of 25 per cent. 
per annum which your corporation has 
declared for each of the last three half years. 


PURPOSE ACHIEVED 


The information I have given to you today 
proves that your corporation has been able 
to achieve the purpose for which it was 
established, namely, to protect shareholders 
in every possible manner, and to obtain a 
better yield on their investments than they 
could obtain themselves. The inference to 
be drawn from the history of your corpora- 
tion is that managed investment companies 
must remain a permanent and remunerative 
feature of our economy. 


In conclusion, I wish to give you the 
assurance that your directors will continue 
with the present policy. I am confident that 
your corporation will go from strength to 
strength in association with the other com- 
panies in the Unit Securities group. 

I am at present considering the advisability 
of a visit overseas, together with some of my 
colleagues on the boards of the associated 
companies, in order to lay the foundation for 
co-operation with oversea interests. I have 
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every hope that such a visit will prove highly 


profitable to al} the companies of our group. 

I now propose “ That the directors’ report 
and accounts be adopted, and that all acts 
and undertakings done for and on behalf of 
the corporation by the directors be and are 
hereby confirmed,” and I call upon Mr P. A. 
Leon to second this proposal. 


MR P. A, LEON’S SPEECH 


Mr P. A. Leon, in seconding the chairman’s 
proposals, said: Mr Chairman, ladies and 
gentlemen,—Bear with me for a few minutes, 
It is quite some time since I have had the 
pleasure of being asked by you, Mr Chair- 
man, to second one of your speeches. I have 
done so on previous occasions and I have 
always felt gratified at the honour accorded 
to me. I have, since the inception of this, 
the first managed company of our group, 
been a director and I therefore know and can 
speak of the success which has been achieved. 

You have had many successes, Mr Fraay. 
You are chairman of eleven companies, all 
within the Unit Securities Group; quite 
something of a responsibility in itself ; but 
this goes to show the confidence reposed in 
you by the public of South Africa. In addi- 
tion to this, you have gathered around you 
a staff of senior personnel, and here I do not 
want to overlook the junior members «of 
our staff, to whom I want to say “ there is 
always plenty of room at the top.” The 
loyalty to you, Mr Chairman, by the 
members of your staff has always been very 
apparent to us directors and it is something 
of which you should be, and I know are, ex- 
tremely grateful and proud. 


TRIBUTE TO THE BOARD 


Then in addition to that you are fortunate 
in having further support from thirty-six 
directors of these cornpanies of which you 
are chairman—men who I can describe as 
being among the finest business brains of 
South Africa. I, having worked with you 
during the last fourteen years—the years that 
it has taken you to build up the unit group of 
companies—know how much you value the 
co-operation, collaboration, assistance and 
advice which you receive from our colleagues. 

Remember, Mr Fraay—or “R_K.,” as we 
all affectionately call you—that these co- 
directors of yours do not give you their 
assistance and advice as a matter of duty. 
Frankly it is always a great pleasure to all 
of us to render you any assistance, or give 
you our counsel, or in fact do anything that 
we are able to do to relieve you in some 
small degree of your responsibility. 


WORKING CAPITAL £1,000,009 


Today you have reviewed the progress of 
the Nassau Investment Corporation from the 
time that it was formed in 1937 with a total 
paid up capital of £26,000 until today when 
the capital is £500,000, and what is more 
important and certainly very pleasing to us 
all is that the reserves of the company total 
a similar figure, that is, £500,000, giving us, 
now, a total working capital of £1,000,000. 
Not a bad achievement, especially when one’s 
memory goes back to the days of 1937, when 
the capital was £26,000. 

I was with you, Mr Fraay, when, as 
chairman of our group, you gave evidence 
before the commission appointed by the 
Government to make recommendations in 
regard to alterations in the company law, and 
I was gratified by the obvious importance 
which the members of that commission 
placed on what you had to say and to the 
suggestions and advice that you then offered. 

The report and accounts were unanimously 
adopted. 

The mecting was then followed by an 
extraordinary _ Meeting of  share- 
holders, at which meeting proposals for the 
increase of the capital of the corporation, and 
for the adoption of new articles of association, 
were unanimously approved. 
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GENERAL MINING AND FINANCE 
CORPORATION, LIMITED 


MARKET VALUES EXCEED BOOK FIGURES 
MR CG. S. McLEAN ON GOLD MINING CONDITIONS 


The forty-eighth ordinary general meeting 
of the General Mining and Finance Corpora- 
tion, Limited, was held in Johannesburg on 
the 29th ultimo. ? 

In the absence of Sir George W. Albu, 
Bart. (chairman and managing director), 
Mr S. C. McLean presided and in the 
course of his speech said: 

The profit for the year 1947 amounted to 
£385,345, which is £58,944 less than for the 
previous year. This decrease is largely 
xccounted for by a reduction in the main 
source of our revenue, namely, dividends 
and interest on investments ; and to profits 
from share dealings which were on a smaller 
scale than for 1946. Our revenue from other 
sources was well maintained. Dividends 
equivalent to 5s. per share in respect of the 
year have been maintained. 


INVESTMENTS 


Investments in stocks and shares, taken into 
the balance sheet at £3,094,961, show a 
decrease of £123,063 on last year’s figures. 
On the other hand, land and building at 
£313,683 reflects an increase of £182,965 as 
compared with the previous year’s figure of 
£130,718, due principally to the purchase of 
real estate in the Orange Free State. 

Investments for which market quotatior’s 
were available appear in the books at or 
under cost, but in no case above the market 
price at the close of the year. Unquoted 
securities have been entered in accordance 
with the conservative valuation made by the 
board at or below cost. The aggregate 
market value of stock and share investments 
greatly exceeds the value shown in the 
balance sheet. 


He then dealt with the results of their 
own producing companies and with those 
in which they are substantially interested. 


GOLD MINING INDUSTRY 


Continuing, he said: Statistics produced 
in connection with the mining operations of 
the industry during the year under review 
unfortunately once again reveal further reduc- 
tions in the tonnage milled, working revenue 
and working profit, while working costs indi- 
cate an imcrease of Is. to 26s. 7d. per ton 
milled. This resulted in a decrease of over 
£1,500,000 in the distribution of dividends 
to shareholders. 


Although operations were seriously affected 
by the strike of European miners which 
lasted for approximately seven -weeks and 
which arase entirely from internal dissensions 
in the ranks of the Mine Workers Union, the 
major factors responsible for the depletion 
of profits were the continued increase in the 
high cost of production and shortages of 
labour and materials. 


A MATTER OF GRAVE CONCERN 


The requirements of secondary industries 
and of the non-producing mines on the Wit- 
watersrand, the Far West Rand and in the 
Orange . Free State vate the already 
serious shortage of pean and native 
labour to the gold producers. This shortage 
—¢especially of native labour—is a matter of 
grave concern to the imdustry. The peak 


period of underground native labour in 
respect of the year 1942 as compared with 


‘that of this year indicates a present shortfall 


of approximately 21 per cent. 


The shortages of materials, especially steel 
and cement, continue to restrict the develop- 
ment operations on both old and new mines 
alike. 


DECLINE IN GOLD PRODUCTION 


The continuation of the decline in gold 
production which last year represented a 
shortfall of 23 per cent. on the 1941 output, 
must be a matter for serious consideration. 


Our gold forms the greatest proportion of 
our export trade and is the principal source 
of payment for raw materials and machinery, 
upon which our expanding mining activities, 
together with those of the country’s 
secondary industries, are so dependent for 
their establishment and existence. Our in- 
ternal economy is likewise dependent upon 
this precious metal and you will have seen 
that the gold reserves of this country have 
shown a marked decline recently. The neces- 
sity of maintaining the maximum output and 
also of prolonging the lives of existing mines 
will therefore be appreciated by all sections 
of our community. 


The margin of payability on several mines 
on the Witwatersrand today is such that any 
small increase in working costs can only 
result in their premature closure and a loss 
to the country of many millions of tons of 
ore. Once again let me remind you that 
owing to the fixed price of its product, the 
industry is unable to pass on any increase 
in the costs of production to consumers. 


TWO NEW FIELDS 


The country is indeed fortunate in having 
two new goldfields in the process of develop- 
ment in the Far West Rand and in the 
Orange Free State. The discovery of this 
new goldfield in the Orange Free State with 
its Vast potentialities as a contributor to the 
future economic development of this country 
must be recognised as an event of national 
importance. In these areas new mines are 
being opened up to replace those that are 
closing down on the Witwatersrand. To do 
this, however, takes both time and capital, 
and if the gold output of the country is to 
be maintained, the hiatus between the open- 
ing of the new and the closing of the old 
must be reduced to a minimum. 


Financing of new mines, especially those 
in the Orange Free State, will require a vast 
amount of capital which can not be found 
from internal sources alone. Consequently 
it is essential that everything will be done, 
both here and abroad, to encourage the flow 
of capital from overseas to assist us to 
finance these important enterprises. In this 
connection the abolition of the non-resident 
shareholders’ tax would be a welcome con- 
cession, as it must constitute a deterrent to 
overseas imvestors. I am confident that the 
fundamental importance of the gold mining 
industry to this country’s economy cannot 
fail to be recognised, and I express the hope 
- ee nes will be enacted which 
will place ining on a basis comparable 
with that of other ind ustries. 

_ A report of the proceedings at this meet- 
ing will mot be circulated to. shareholders. 
Copies may be obtained on application to 
the head office in Johannesburg and to the 
London office. 


The report was adopted. 
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VENEZUELAN OIL 
CONCESSIONS, 


INCREASED PROFIT 


The thirty-second annual 
of the Venezuelan Oil ier 
was held, in London, on the 13 
Sir Andrew Agnew, C.B.E., the 
pres.ding. 

The iolaning is @ extract from —_ 
ment, circulat with the er 
accounts : — en ie | 
The profit and loss account for 1947 show, 
a profit of £2,619,248, compared = 
£1,012,942 in 1946. Our gross income frog 
oil sales has reached the large total ¢ 
£35,603,679, being almost double the corts. 
sponding figure for 1946. Two main factor, 
contribute to this increase, the first 
that the company’s production of crude gj 
exceeded the 1946 figure by some 22 
cent. and the second being the consid 
increase in crude oil prices during the yey 

I must draw your attention once again p 
the rising costs of production. Substantiy 
new items of expenditure have been incurred 
particularly in the way of social services 
pens.ons, Labour costs in Venezuela ate 
climbing and material prices show an apprec. 
able increase, even on the high levels ¢ 
1946. While the higher costs of production 
have been more than absorbed by our ip 
creased income, production cannot con 
indefinitely to rise nor will prices pes 
indefinitely at the present high levels. 
the othe: hand, operating costs, and in pa 
ticular labour costs and the cost of soci 
services, are less likely to re-act, even whe 
the industry is faced with more diffic 
conditions, 4 

The combined total of Venezuelan incom 
tax and United Kingdom tax on profits come 
to the large figure of £13,814,616. Th 
United m tax provision de 
the amount of Venezuelan tax in that t 
latter is allowed as a charge in computa 
profits subject to the former. 


ie 
ied 


= 






RELATIONS WITH GOVERNMENT i 


The Venezuelan Government decided tht 
some benefit from the situation must beam 
flected in the nation’s revenue from oil and 
after negotiation, the company agreed that for 
a period ending November 1, 1948, a some 
what higher price should be paid for Goven- 
ment royalty oil than would have been ft 
case if this had been calculated in ac 
with the formula normally employed. Us 
the exceptional conditions affecting the dl 
market, your directors are satisfied that sud 
an arrangement is not unreasonable. All othe 
large producing companies in Venezuela h 
concluded agreements on similar lines. 
Venezuelan Government are considering f 
tax measures to secure an equalisation 
tween the total tax payment to them and 
net profits of the producer. I think it @ 
fairly be claimed that the oil industry 
Venezuela has accorded the Govern a 
outstanding degree of co-operation. We: 
looking forward with confidence to contm 
good relations with the Government. 

We have been equally active in our ig 
operations. As regards the prospects for Mt 
current year, while the cost of our operatiom) 
continues to rise, you will doubtless be 4 | 





that the larger proportion of last year’s # 
crease in crude oil prices only took effect ® 
the latter part of 1947, and were thus ¢ 
rae reflected in our last year’s resus 

Oreover, the published figures of the volmm 
of out production so far this year are Som 
27 per cent. higher than that of the comme 


sponding period of last year and show 


we have now achieved an a e rate # 
the pr of increased Py 
Vi Government 


ce, 


The report was adopted. 
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GOVERNMENT RETURNS 
For the 10 days ended July 10, 1948, total 
ordinary revenue was 018,000, against 
ordinary expenditure of /65,198,000 and 
jssues to sinking funds £1,059,000. Thus, in- 
cluding sinking fund allocations of £3,443,493 
the surplus accrued since April lst is 
{199,405,002 against £230,978,528 for the 
corresponding period a year ago. 
ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 


= = 
este 
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— 
we 
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it 


Corte. Exchequer 
‘an ___ {€ thousand) 
t being Est | April | April [12 [10 
Revenve owt, 2 1 | Days | Days 
ue al to to | ended | ended 


Juiy | July | July | July 
12, 10 12 10, 


1947_| 1948 | 1947 | 1948 





ifn 











——DapINARY | 

gain i REVENUE | } 
>stamtia Income Tax...... 1509150, 216, 586 240,302 30,105) 31,100 
aie Sontag ..2.--..- 90,000] 14,030)" 19,350,” 1,600) 1°10 
Estate, etc., Duties 160,000) ar 385 54,800, 5,800 8,050 
Stamps....---. 55,000 11,370, 16,485, 1,000, 1,800 
EPT.. -} 150,000) 6.460| 24/960) 970, 2,800 
oe Profits Tax ....f|~ 57,848) 41,750 13,069! 3,450 
: Other Inland Rev.! 1,000 95, 5! 5 
a SpecialContributn. 50,000: ... +. 6 050 wes 12450 
—_ Total Inland Rev. 1918150) 354,242, 403,777 52,549) 49, ,155 
ont Customs......-+ ' 820,600) 222,377! 234,829) 22,470) 21,087 
r Excise <i. 4c00s- 726,550) 140,700) 190,000, 7:200\ 7,000 


























% — | 
Is. On Total Customs & 
a par- Bache .....-. 1547250, 363,077| 424, 829 29,670) 28,087 
“n when Motor Duties. 50,000, 7 103; 6. "54, er 1,144 
eee Serplus War Stores’ 102, 000) 29,761 19, 1095) 443, 386 
difficul Surplus Rec €ipts | | 
$e from Trading 57,000' 20,000 826, ous — 
ig P.O. Net Receipts | ee | aa om 
1 ing Wireless Licences.| 11,000} 2,140, 22201 7 |) 7” 
ts © Crown Lands... 1,00 210) 180)... en 
6, fs Receipts from 

























Sundry Loans. . 14,000) 10,412 4,607) 6,481) 2,595 
Miscell. Receipts...) 68 000) we 19,740) 4 5,050 


Total Ord. Rev. 3765300) 931 481, 8681, 621) 91, 435) 87,018 
Setr-BaLANCING | 
Post Office. ......; 150,200) 37, 
Income Tax or | 
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39,060) 5600 2,000 





























NW E.P.T. Reiunds, 16,000, 6,163} 2,306| 514 148 
d Total ....... 3931500. 975,024 923, 187: 95,629) 89,166 
st ———_—_—= a Sa Fane 
Issues out of the Exchequer 
j to meet payments 
| e ({ thousand) 
Rsthe en a 
Expenditure mate, | Apa “—- ric. ers 
1948-49) tg to. ended | ended 
Jaly July july | July 
12, 10, 12, 0, 
1947 | 1948 | 1947 | 1943 
ORDINARY 
Expenpiture | 
Int. & Man. of} 
Nat. Debt.... | 500, 123,978) 119,212} 11,014) 10,388 
es. Payments to N.| 
t Treland....... 26,000 5,778 4,996 896 764 
. Other Cons. Fund i 
Services ...... 8,000) 2,902) 2,867) ae 2,546 
4 534,000) 132,657) 127,076 14, 2611 13,498 


Supply Services .. 2441679) 564, 64) 551,897) 63, 220, 51,700 
+ 
Total Ord. FE ey 2975679, 697, 291) “ 973) 77,487) 65,198 
Sinking Funds ...|  ... 3,443)... 


sa 








oo 















Stur-Barawcinc | 
nt. Post Office... ... 150,200 31, 
, Tax on) 
our a EP.T. Refunds 16,000 cae Des 
. WO i ces. os [SL4Lbrg 740,434) 


123,762, i, 1681 68,405 68,405 


pile decreasing “Excheque koteae ome oe £304, 952 to 
128.8 the other operations for the week decreased 
Bross “Aste Debt by £7,620,162 to £25,686 million. 


NET RECEIPTS (f thousa 


tle ae oe (Faciities) Acts, 1919 and 1921 a 
; NET ISSUES (£ thonsand) jn 
eet selcgraph Acts, 1946 and 1948 ...... oe at 

o8e PUD, csp ee era ts 
eam Guarantees Act, oe sec. 4 (1) . 37 

e ) Act, 1944, sec. 4 (2) and Housing 
for) (Seat) Act 1946, sec. 13(2)........ 486 
horities Loans Act, _ e0t8 (ies. Ss 6,250 
ae rces Development Act, 1948, sec. 17 hes 

m Wat hae Be ce ae earns oe 





— 





S46 and 1967, oat-war Chedites227 988 « 
13643 


CHANGES IN DEBT (£ thousand) 

Net Receipts Ner Repayments 
Treasury Bills .... 18,880 Nat. Savings ..... 1,750 
% Def. Bonds . 1,084 3% Def. Bonds .,. 5,493 

ax Reserve Certs. 8,572 3% Term Annuities 1,289 





Ways and Means Other Debt :— _ 
Advances ...... 11,825 Intermal....... *: 761 
External... ;... 188 
Treasury Deposits. 38,500 
40,361 47,981 


* Including £4,530,000 paid off on maturity. 


FLOATING DEBT 
































(4 milion) 
Treasury Ways and 
: Means 
Bills aieess lrea- : 
Date sury otal 
De- Float- 
Bank posits ing 
Tender | T. Pube | of Backs va 
7° Depts. | Eng- 
land 
194) l j 

July 12 2180-0 | 2541-0 378°6 | 1368-5 | 6468-0 

1948 
Mar. 20 | 2160-0! 2712-5} 403-8 | 20-5 | 1249+5/ 6546-3 
‘te 4910-2 334-8 | 6-0 | 1291-0) 6542-0 
Apr. 10 | 2160-0 | 2752-0} 328-9]... | 1526- 5 | 6567 4 
» 17} 2160-0 | 2750-0} 324-4]... | 1340-5 | 6574-9 
» 24} 2170-0| 2716-9) 322-5] ... | 1349-5! 6558-9 
May 1 | 2180-0 | 2689-3| 322-9] ... | 1346-5 / 6538-7 
wv 8} 2200-0 | 2643-2) 310-2} ... | 1346-5 | 6499-9 
cs 45 | 2210" 0 | 2643-5} 301-0 | 20-3 1326+5 | 6501-3 
22 | 2210- 0 | 2626-6] 297-8 | 14-8 | 1362-0) 6511-1 
» 29| 2210-0} 2620-2} 303-3} ... | 1377-0/ 6510-5 
June 5| 2210-0 | 2616-7 | 283-2 .5 | 1410-0/6523-5 
» 121 2210-0} 2608-9| 281-7} 1-0 | 1425-5 | 6525-2 
» 19) 2210-0! 2635-1! 274-0 | 11-3 | 1443-5/ 6573-8 


ee 1468 -0 | 6555-7 
ote 1449-2) 6047-7 


wr 
ow 
no 
an 


30 4817-3 
July io 221u-u | 2025-9 





TREASURY BILLS 


if neon} 
Per 
Average 1 Cont 
ate : 
» Alot ee 
— Min, 
> Rate 





July 12} 170-0 | 299-8 | 170-0 


5 
8 
& 


ito 
9 | 1700 } 291-2 | 170-0 10 2-62 44 
» 46} 170-0 | 264-0 | 170-0 0 3-15 >» 
» 23 | 120°0 | 295-1 | 170-0 10. 2-51 42 
» 3} 170-0 | 287-9 | 170-0 10 1-H 45 
May i | 110-0 | 290-3] 170-0 10 +24 45 
» 44 | 170-0 | 290-7 | 170-0 10 1-% 45 
» 21 } 170-0. | 294*5 | 170-0 10 i+26 43 
» 281 170-0 | 278-6 | 170-0 WwW 1-63 60 
June 4] 170-0 | 295-8] 170-0 10 1-20 40 
» 11] 170-0 | 277-5] 170-0 0 11 49 
» 48] 170-0 | 259-6] 170-0 10 1-89 $7 
» 25-1 470-0 | 279-7 1 Ii0-0 10 «(1-65 48 
July 2] 120-0 | 2868) 170-0 40 1-45 45 
9} 170-0 | 276-5 | 170-0 tw «61:48 ‘8 


On July 9th appircations tor bills to ve pad on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 48 per cent of the amount applied tor at 
£99 17s. 5d. and applications at higher prices were accepted 
in full, Applications for bills to be paid on Saturday were 

accepted at £99 17s. 6d. and above in tull, £170 million 
(maximum) of Treasury Bills are being offered for July 
W6th. For the week ended July 17th the Banks will not 
be asked for Treasury doposits. 


NATIONAL SAVINGS 






















(£ thousand) 
mee | Totals 
| Week Ended | gift to 
July 5, | july 3, | July 3, 
Lak 1948 | “1948” 
Savings Certificates :-— 
Recep. ly. bvaees. 3,050 | 2,100 | 31,700 
Repayments ........+ .-. | 2,350} 3,200 _4,950- 
—_——_ -——---—- 
Net Savings..i.....2+--. | 100 |Dr.1,000 Dr.3,250 
Def Bonds ;— 
Receipts i Ss d-des bet. | SRS | 755 | 11,200 
Repayments ...... sie 638 559 | 11,144 
Net Savings......5.-..- |. 939 | 196 | 56 
P.O. and Trustee Savings 
Banks :— 
Receipts......- ideas 6 13,128 | 11,319 | 162,869 
Geperamnte..; Kanesness | 13,945 | 13,894 | 162,919 
Net Savitigs: {.......cs.s | Dr. 817 |Dr.2,575| De. 50 
Total Net Savings. ........ 820 \Dr.3,379 |Dr.3,244 
Interest on certi | 423 6,1 
accrued on 
yond invested. ...... 2,321 | 30,911 
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Statistical Summary 


BANK OF ENGLAND 
RETURNS 


JULY 14, 1948 


ISSUE DEPARTMENT 


, £ 

Notes Issued:- Govt. Debt. .. 12,615,100 

InCirculation 1271,971,427 | Other _ Govt. 

In Bankg. De- Securities ... 1288,213,486 
partment .. 28,276,406 | Other Secs... . 

Coin (other 

than gold)... 15,337 

Amt. of Fid, 

Leer Er: 1300,000,000 


Bullion {at 
172s. 3d. per 
oz. fine)..... 247,833 


13500,247,833 











1300,247,833 


BANKING DEPARTMENT 


- £ £ 
Capital .....« 14,553,000] Govt. Secs.... 44,144,291 
a ee 3,677,836 | Other Secs. :- 

Public Deps.*. .: 14,069,078 | Discounts and 


Advances... 10,210,270 

















Other Deps. - Securities.... 21,103,866 
Bankers..... 303,308,599 

Other Accts... 88,901,586 31,314,136 

392,210,185 | Notes........ 28,276,406 

ie catiers coca 775,266 

424,510,099 . 424,510,099 


® erludion Revhey ner, Savings Banks, Commissioners. 
of National Debt and Dividend Accounts, 




















COMPARATIVE ANALYSIS 
{£ millions) 
| 1947 1948 
July | July | July | July 
16 1 8 15 
Issue Dept. :— | | 
Notes in circulation... .. 1405-5/1252- 2'1261 -4/1271-9 
Notes in banking depart- | | | j 
MUONS Fi fives viexs 3% 44-7| 48- | 38. * 28:3 
Government debt and | 
securities® ..... Teese \1449- 2| 1299- ahag99- 2) 1299-2 
er securities, ..,..... 0-7) 0-8 0- 8) 0-8 
x chs Pe Ath yes a> « | 10-2) 0-2) 0-2) 0-2 
Volos at s. per fine oz.. 172/3\ 172/3; 172/3\ 172/3 
Banking Dept. :— | } 
De — i 
Wiitisensssctucncns 9-5, 14-5) 9-6 
Denne 5c ceccs sss | 303-9} 325-4) 309-3) 
BENGE « o.n:5's asin cha batss | 93-8 92 92-3) 
Wotake oo sctaasecas ccs 407-2) 432-1) 411- 
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* Government debt is {11, 015, 100, capital £14, ee 
Fiduciary issue reduced from £1,350 million to £1,300 
taillion on March 4, 1948. 


GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s. 3d. per fine ounce 2 throughout the week. 


Pare 


SULVER | GoLp 
Poes * 
ew York) Bombay Bombay 
1948 tal cuancnrpee 100 tolas; per tola 
| 

a. Ss. a. 
8... 45 170 8 114 . 
15 





a | 
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New Business Contacts 


With its wide network of Branches, The 
Union Bank of pom is able to give the 
fullest assistance .to those seeking to establish 
new business relationships in Australasia, If 
desired, visitors so interested will be put in 
touch with importers and exporters of standing. 


Full information is available on all aspects 
of industrial, commercial and social conditions 
throughout ‘Australia and New Zealand. 





Head Office: 


71, ek 
LONDON, E.C. 


Branches throughout 
Australia 
and New Zealand. 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Established 1837 


Canadian Markets 


British firms, interested in Canada as a field for business 
and trade expansion, will find The Royal Bank of 
Canada a useful ally. With branches from coast to 
coast, we provide an informed banking service fully 
experienced in meeting the needs of foreign traders 


London Offices—6 Lothbury, E.C.2. 
E. B. McInerney, Mgt. 
2-4 Cockspur Street, S.W.1. 
L. R. Newman, Mgr. 


THE ROYAL BANK 
OF CANADA) Over 90 tranches in 


Canada, Newfoundland. 
Head Office, Montreal 


the West Indies, Central, 
Offices in New York and Paris) ond South America, 


Incorporated in Canada in 1869 with Limited Liability. 


NIGERIA-GOVERNMENT STATISTICIAN 


A vacancy exists for a Statistician to take charge of the newly 
established Statistical Department of the Government of Nigeria. Candi- 
dates should possess a first- or second-class Honours degree in Mathe- 
matics or Economics and Statistics, together with considerable practical 
experience of statistical work, and organising ability. 

Salary, £1,200, plus £400 expatriation allowance. Higher salary would 
be. considered in case of candidate having exceptional qualifications 
and/or experience. Ago limit 45 (for pensionable terms). Apply to 
Direc tor of Recruitment, Colonia} Office, 15, Victoria Street, S.W. i. 


BEDFORDSHIRE EDUCATION COMMITTEE 


LUTON TECHNICAL COLLEGE. 
Principal: T. HEAP, Ph.D... M.Sc., F.R.I.C. 

Applications are invited for ths post of full-time lecturer in the 
Commerce Department, duties to commence on September ist next. 
Candidates should be graduates of a British University in Economics or 
coeeerR or hold comparable professional qualifications. Burnham 





or ull particulars and application form (stamped addressed envelope) 
may be obtained from the Principal, Technical College, Luton, Beds., 
by whom applications should be received within three weeks of the 
appearance of this advertisement. 
. S. LUCKING, M.A., 

Direetor of Education, Shire Hall, Bedford. 


GEEaN “desires | agency or confidential job ‘tor British arms. Linguist 
English and French. High-class references. Previous experience 


with English firms. ~Communicate with Eugen Pfeiffer, Lippborg 
(Westphalia). 














Fy OUNG GRADUATE (28), Honours Economics, ex-Royal Navy Officer, 
seeks interesting position at home or abroad, affording opportunity 
Bo <a of initiative, drive and resource. Fluent German, French.— 
ox 75 


E XPERIENCED ECONOMIST, Oxford ‘Degree, good contacts, 29, now 
4 financial journalist, seeks wider use for talents in City firm or 
industry. —Write Box 775. 





PRESS AND THE NATION | 


Read how the Press serves the community, as told by Lerd Camrose 
and other famous contributors in “THE PRESS--i898—1948."" now on 
sale, price . 6d, at all ee and booksellers or. direct from 
the publishers : The Newspaper orld, 1.154 Fleet Street, E.C.4. 


angen helinnenl commana tefitetn mayen nn lintel tenants 


ASSOCIATION OF CERTIFIED AND CORPORATE 
ACCOUNTAN’ ae 
APPOINTMENTS R 
ervices of Certified. Acc ie Accoun aioe Square are fon a 


A ee 
Printed ———— Britain by St. Cremenrs PRess, Le, 
at 22 Ryder Street, St. fames’s, London, S.W.l 
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THE HONGKONG AND SHANGH 
BANKING CORPORATION 


in the Colony of Hongkong) 


CAPITAL ISSUED ANt > FULLY PAID ended - . - - 
RESERVE FUNDS STERL - - ” - - 
RESERVE LIABILITY OF MEMBERS . - 


Head Office : HONGKONG 
Chie! Manager’ Tus Howounasce A. Monsa, C.B.E. 












BRANCHES: 
BURMA CHINA oa, INDO-OHINA ee Con, NORTH 
ob. ha 
Colombo Swatow JAPAN Jampur 
CHINA Trentsin Kobe Malacca 
Amoy Tsingtao Kure Muar 
Caaton EUROPE Tokyo Fenanz 
*Oheloo *Hamburg *Yokohama Singapore 
Obuaking Lyons JAVA Sunge: Pata 
*Datren HONGKONG Batavia Telak Anson 
Foochow Hongkong Sourabayr NORTH 
Hankow Kowloon MALAYA BORN KO London 
*Harbia INDIA Cameroa Brunei Town Usa. 
Moukden Bombay eaneh Jesaelioa New York 
Nanking Calcutta huaila Belait San Frauciagg  ~ 
“Branches not yet re-opened, eee 


London Office : GRACECHURCH STREET, &.C.3. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Executors & also undertaken by the Bank's Trotter 


Companies in 
LONDON SINGAPORE 

























HONGKONG 





REFUGE ASSURANCE COMPANY, LTD, ~ 


Chief Office : OXFORD STREET, MANCHESTER, 4 
ANNUAL iNCOME EXCEEDS  £17,500,000 
ASSETS EXCEED £ 162,000,000 
CLAIMS PAID EXCEED £169,000,009 

11947 Accounts) 


NORTH-WEST METROPOLITAN REGIONAL 
HOSPITAL BOARD Sy 

NATIONAL HEALTH SERVICE ACT, 1946 i ae 
WINDSOR GROUP HOSPITAL MANAGEMENT COMMI 


Applications are invited for the following appointment from 
qualified persons. The person appointed will be subject to the 
visions of the National Health Services (Superannuation) Re 
1947, and transferable officers within the meaning of the Act may 
their existing salary and service conditions. say 

Applications, stating age, education, qualifications and full det 
experience, with names and addresses of three referees sho 
forwarded to the Secretary, Windsor Group Hospital Management 
mittee, c/o King Edward VII Hospital, Windsor, within seven day 
the appearance of this advertisement. 


ACCOUNTANT: CANADIAN RED CROSS MEMORIAL HOSPIBh 
Taplow, Maidenhead, Berks. 

The person appointed will be responsible to the Finance Off 
the Group Management Committee and the House Committee of 
Hospital for the accountancy of the Hospital. Candidates should & 
qualified accountants. Hospital experience is desirable. Salary 
be at A.P.T. Grade VI (£595-£660 per annum). Commencing rate 
ing to qualifications and previous hospital experience. Appoint 
terminable by one month's notice on either side. 

June 30, 1948. 


BvuRsaz, —A college-trained and experienced BURSAR is re 
for St. Catharine's, Cumberland Lodge, The Great Park, Win 
The Bursar will be responsible for the general domestic admin! s 
and catering. Salary: £400 p.a. resident.—Full particulars on 
tion to Hon. Warden, St. Catharine's. 

RITISH MANUFACTURING costs must be reduced. Let us kes 

your tool and gauge problems—comprehensive layout unde } 
for forging, milling, turning, grinding and press work operations, Writ 
or call by cree —Hutton-Williams and Partners, 10, Cron 
Place, London, S.W.7. Tel.: Ken. 3059. o 


UYERS. —Good opportunities for ambitious - men are offered ys 
long-established firm of merchants for buyers in Liverpool KY 


aa 


































for overseas markets. 

Applicants to be of good education with preferably a knowled 
French or other foreign language and to be between ages of 25-3) 
Commencing salary according to qualifications but pay and pros 

are good for the right men. 
Details of age, education and experience to be stated on appltcatin 
which will be treated as confidential. Box 764. 


NTELLIGENGE Officer, R.A.F. (33), Public School, Unive a 
Knowledge of Economics, Languages, World Affairs. Experienc 
Accountancy -Administration, Personnel Management, Lecturing, 
views. Requires active post. —Write B Box 763. 





ROYAL BANK OF CANADA 


DIVIDEND No. 244 

Notice is hereby given that a DIVIDEND of 23 per cent, belp 
the rate of 10 per cent per annum upon the paid-up Capital Steck® 
the Bank, has been D D for the three months ending - 
August, 1948, and will be payable at the Bank and its Branches 4 } 
after ist September, ag to avarcneare of record 3ist July, 94 


By Order of the ; 
E. B. McINERNEY, London Man 
E.C.2. July” 14th, 1948. 


6, Lothbury, ‘Landon, 


Postal -_ FAH 


Tuition for B. Sc. ECO 


The London University B.Sc. Econ. Degree is a valuable qualification for eter 
and welfare work in commerce and industry, and for teaching or 

Education authorities, etc. The degree is open to al, without University re 
may prepare for the three ¢xanimatians at home under the experienced cians ot 
Halli (est. 1894) : moderate fees. payable by instalments, if desired. : 


Prospectus from Dept. P17, WOLSEY HALL, C 


[cet anp aah ney a 


poudons W.C.2. Published “weekly by Ee Economist N werareh, ‘Lids 
S. Farley, 111, Broadway, New yy oe G-ieamdies July 17, 1948, 
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